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Summary  of  Recommendations 


This  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  departments'  responses  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


We  recommend  the  Department  of  Revenue 
provide  taxpayers  clear  written  explana- 
tions of  the  differences  between  the 
department's  AB26  administrative  review 
and  the  county  tax  appeal  process  with  its 
time  limits  set  by  state  law 


Recommendation  #2 


Agency  Response:  Concur.  See  page  50. 

We  recommend  the  Department  of  Commerce 
encourage  audit  tests  of  delinquent  tax 
procedures  to  ensure  compliance  with  state  law. 


Recommendation  #3 


Agency  Response:  Concur.  See  page  38. 

We  recommend  Department  of  Transportation 
and  Department  of  Justice  strengthen  enforce- 
ment of  mobile  home  movement  permits 
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Recommendation  #4 


Recommendation  #5 


Agency  Response:  Concur.  See  page  41. 

Agency  Response:  Concur.  See  page  53. 

We  recommend  the  Department  of  Commerce 
work  with  the  Department  of  Revenue  to 
provide  accurate  guidance  to  counties  on 
implementation  of  the  minimum  property  tax. 

Agency  Response:  Concur.  See  page  38. 

We  recommend  the  Department  of  Transpor- 
tation seek  legislation  clarifying  legis- 
lative intent  and  authorizing  counties  to 
retain  5  percent  of  new  vehicle  sales  tax 
collections 
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Recommendation  #6 


Agency  Response:  Concur.  See  page  41. 

We  recommend  that  the  Department  of  Admin- 
istration consider  implementing  a  computerized 
report  format  that  would  give  counties  the 
option  of  submitting  collection  data  to  the 
state  in  computer  readable  form 
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Agency  Response:  Concur.  See  page  43. 
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Recommendation  #7 


Recommendation  #8 


Recommendation  #9 


Recommendation  #10 


We  recommend  the  Department  of  Administration 
provide  the  counties  additional  written  guidance 
relating  to  reporting  of  the  40  and  6-mill  levies 
on  the  county  collection  report 


17 


Agency  Response:  Concur.  See  page  43. 

We  recommend  the  Department  of  Administra- 
tion perform: 

A.    A  preliminary  cost/benefit  analysis, 
including  local  government  costs, 
before  making  changes  to  the  county 
collection  report 


Agency  Response:  Concur.   See  page  44. 

B.     Consider  proposing  legislation  to 
distribute  fees  on  a  percentage  basis. 


18 


18 


Agency  Response:   Do  Not  Concur.  See  page  44. 


We  recommend  the  Department  of  Revenue 
consider  county  system  requirements  and 
communicate  the  reasons  for  specifications 
selected  in  the  design  of  computer  systems 
which  will  be  used  at  the  county  level 


21 


Agency  Response:   Do  Not  Concur.  See  page  50. 

We  recommend: 

A.    The  Department  of  Revenue  provide  counties 
the  necessary  information  to  distribute 
corporation  license  tax  payments  to  the 
taxing  jurisdiction  in  which  each  branch 
bank  is  located 


24 


Agency  Response:  Concur.  See  page  52. 


B. 


The  Department  of  Transportation  provide 
counties  the  necessary  information  to 
distribute  fleet  vehicle  payments  to  the 
appropriate  taxing  jurisdictions  required 
by  state  law 


24 


Agency  Response:   Concur.  See  page  41. 
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Recommendation  #11 


Recommendation  #12 


Recommendation  #13 


Recommendation  #14 


The  Department  of  Transportation  distribute 
aircraft  registration  fees  to  the  county  of 
the  owner's  residence  or  principal  place 
of  business    


24 


Agency  Response:   Concur.  See  page  42. 

We  recommend  the  Department  of  Transporta- 
tion work  with  the  Department  of  Revenue 
to  seek  legislation  to  simplify  distribution 
of  custom  combine  in  lieu  of  tax  collections 
under  section  15-24-301,  MCA 
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Agency  Response:  Concur.  See  page  42. 

We  recommend  the  Department  of  Commerce: 

A.    Include  information  on  the  distribution 
of  revenues  received  by  counties  as  part 
of  the  county  collections  manual  required 
by  section  7-6-2141,  MCA 


Agency  Response:  Concur.   See  page  38. 

B.     Seek  funding  to  complete  a  county  collec- 
tions manual 
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26 


Agency  Response:  Concur.  See  page  38. 

We  recommend  the  Department  of  Health  and 
Environmental  Sciences  issue  written  policies, 
procedures  and  instructions  to  assist  local 
governments  obtaining  permits  and  services 
from  the  department 


27 


Agency  Response:   Conditionally  Concur.  See  page  46. 

We  recommend  the  Department  of  Health  and 
Environmental  Sciences  work  with  the  counties 
to  determine  if  additional  issues  need  to  be 
addressed  in  the  domestic  water  supply  regu- 
lations  

Agency  Response:   Concur.   See  page  46. 
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Recommendation  #15 


We  recommend  the  court  administrator  work 
with  clerks  of  court  to  investigate  more 
efficient  ways  to  administer  unlocatable 
oil  and  mineral  trusts 


30 


Agency  Response:  Conditionally  Concur.   See  page  47. 


Recommendation  #16 


We  recommend  the  Department  of  Commerce 
coordinate  efforts  with  the  counties  and 
state  agencies  to  identify  and  seek  legisla- 
tion to  repeal  state  laws  that  are  no  longer 
applicable 


32 


Agency  Response:  Concur.  See  page  39. 
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Background  State  government  agencies  and  local  governments  work  together 

to  provide  services  to  the  people  of  Montana.   For  some  services, 
such  as  law  enforcement  and  education,  local  government  units 
are  the  primary  service  providers  and  state  agencies  furnish 
specialized  personnel,  program  guidance,  and  some  financial 
support.   In  functions  such  as  property  appraisal  and  welfare, 
both  state  and  local  personnel  are  involved,  but  state  agencies 
have  a  more  direct  role  in  running  daily  operations. 

To  finance  government  operations,  counties  collect  various  taxes 
and  fees  levied  by  state  and  local  governments.   For  example, 
counties  collect  taxes  on  real  and  personal  property,  motor 
vehicle  fees,  hail  insurance  premiums,  and  court  fines.   The 
county  treasurer  distributes  these  collections  to  the  legally  desig- 
nated local  fund  or  to  the  state  treasurer  as  directed  by  state  law. 
In  some  cases,  state  agencies  collect  money  and  distribute  it  to 
the  counties.   For  example,  all  gambling  activity  is  controlled  by 
the  Department  of  Justice,  Gambling  Control  Division  (GCD). 
All  fees,  taxes,  and  permits  for  gambling  operations  must  be  sent 
to  GCD.   In  turn,  GCD  sends  counties,  cities,  and  towns  their 
portion  of  the  money  collected. 

Some  services  provided  by  counties  are  required  by  state  law. 
However,  counties  with  self-governing  powers  also  have 
discretion  over  areas  not  mandated  by  state  law.  Section  7-1- 
2101,  MCA,  describes  a  county  as  the  largest  political  division  of 
the  state  having  corporate  power.  Therefore,  county  officials 
can,  within  limits,  determine  the  level  of  services  and  costs  for 
their  county  and  set  the  tax  rate  to  be  levied  in  order  to  cover 
expenses.   They  can  also  make  operating  decisions  relating  to 
state  financial  assistance  programs.  Since  services  are  often 
provided  through  an  integrated  effort  of  state  and  local 
government,  it  is  important  that  state  agencies  and  county 
government  have  good  working  relationships. 
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Introduction 


We  performed  a  limited  scope  study  of  the  relationships  between 
agencies  of  the  state  of  Montana  and  Montana  county  govern- 
ments.  Our  Intergovernmental  Relations  study  gathered  infor- 
mation about  monetary  and  nonmonetary  transactions  and  report- 
ing between  the  state  agencies  and  the  counties.   From  this 
information,  we  identified  concerns  county  officials  and  state 
agency  personnel  have  in  dealing  with  each  other. 


In  January  of  1986  our  office  issued  a  Special  Purpose  Audit 
Report  on  the  Collection  of  State  Revenues  by  Montana  Counties 
(#85-38).   That  report  identified  issues  related  to  the  collection 
and  deposit  of  state  revenues  by  counties.   In  this  current  study 
we  determined  the  progress  made  on  the  recommendations  in  the 
prior  report  relating  to  collecting  and  depositing  state  revenue. 


Objectives 


Specific  objectives  of  the  study  were: 


To  identify  and  discuss  with  county  and  state  officials  their 
concerns  in  order  to  make  recommendations  to  improve  the 
relationship  between  these  entities. 

To  gather  information  about  monetary  and  nonmonetary 
transactions  between  state  agencies  and  counties  to  deter- 
mine if  such  transactions  are  complete,  efficient  and  meet 
the  needs  of  affected  entities. 

To  determine  if  reporting  requirements  for  the  state  and 
counties  result  in  duplicate  or  unnecessary  reports. 

To  determine  if  counties  have  problems  in  interpreting  or 
enforcing  state  laws. 

To  determine  to  what  degree  counties  were  consulted  in  the 
design  of  mandated  state/local  accounting  and  reporting 
systems. 


Limited  Scope  Study 
and  Methodology 


This  is  our  report  on  a  limited  scope  study  of  the  relationship 
between  state  agencies  and  counties.   Our  study  was  not  an  audit 
or  review.   It  was  performed  in  accordance  with  applicable 
government  auditing  standards. 
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We  analyzed  the  amount  and  the  timing  of  the  revenue  received 
by  the  state  for  the  fiscal  year  ended  June  30,  1991  as  recorded 
on  county  collection  reports  submitted  to  the  State  Treasurer. 
We  also  interviewed  state  agency  personnel  to  determine  which 
revenues  were  received  from  counties  other  than  those  recorded 
on  county  collection  reports  and  to  identify  disbursements  from 
the  state  to  counties.  We  identified  state  laws  applicable  to 
counties. 

We  visited  21  of  the  56  counties.   We  selected  our  sample  of  21 
counties  based  upon  different  size  and  demographics.  This  was 
done  to  determine  how  certain  state-mandated  systems  and  regu- 
lations affected  a  wide  cross  section  of  Montana's  counties. 
During  our  visits,  we  interviewed  county  commissioners, 
treasurers,  clerk  and  recorders,  assessors  and  other  county  per- 
sonnel.  Based  on  the  frequency  and  significance  of  the  financial 
consequences  of  the  comments,  we  compiled  a  list  of  concerns 
from  the  county  officials  related  to  dealing  with  state  agencies, 
interpretation  of  state  laws,  and  effects  of  automation  changes 
on  counties.   We  discussed  major  concerns  with  state  officials  to 
determine  the  impact  of  the  concerns. 

The  issues  and  recommendations  section  discusses  areas  where 
county  officials  suggested  changes  which  they  believe  will 
improve  overall  government  effectiveness.   We  include  recom- 
mendations to  various  state  agencies  where  we  have  obtained 
sufficient  evidence  to  support  recommendations. 

The  first  five  issues  concern  property  tax  related  assessment  and 
collection  procedures.  The  next  three  issues  deal  with  reporting 
of  revenues  collected  by  the  counties  on  behalf  of  the  state.  The 
following  five  sections  relate  to  a  discussion  of  county  user 
involvement  in  the  development  of  state  computer  systems, 
issues  concerning  communication  of  the  proper  distribution  of 
funds  by  counties  and  a  concern  with  procedures  in  public 
health  matters.  The  last  three  sections  deal  with  difficult  to 
implement  and  outdated  laws  and  regulations. 

We  did  not  have  the  resources  available  to  follow  up  on  all  of  the 
comments,  concerns,  and  suggestions  presented  but  have 
included  a  list  of  concerns  expressed  by  counties  in  the 
Appendix  on  page  A-1.   We  have  not  reviewed  these  suggestions 
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and  opinions  of  county  officials.   Therefore,  we  take  no  position 
on  them.   The  list  is  presented  so  state  agencies,  the  legislature, 
and  other  readers  can  consider  the  comments.   We  thank  all  of 
the  county  officials,  the  Montana  Association  of  Counties,  and 
the  state  agency  personnel  who  assisted  us  in  this  study. 
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Property  Tax  Appeal  The  Department  of  Revenue  is  required  by  law  to  determine  the 

Process  market  value  of  all  taxable  property  in  Montana  for  tax 

purposes.   If  property  owners  disagree  with  the  department's 
value  of  their  property,  the  law  gives  the  owner  a  series  of 
opportunities  to  have  the  value  reviewed.   This  includes 
department  review,  county  tax  appeal  board  hearing,  state  tax 
appeal  board  hearing  and  judicial  review.  The  opportunities  for 
review  overlap  in  several  instances  and  are  creating  confusion. 

According  to  state  law,  taxpayers  may  appeal  the  assessed  value 
of  their  property  to  the  County  Tax  Appeal  Board  (CTAB). 
Section  15-15-102,  MCA,  provides  that  no  reduction  may  be 
made  in  the  valuation  of  property  by  the  CTAB  unless  the  party 
files  an  appeal  with  the  board  by  the  first  Monday  in  June  or 
15  days  after  receiving  an  assessment,  whichever  is  later.   The 
time  limit  on  county  tax  appeals  is  important  to  county  officials 
so  they  have  an  accurate  estimate  of  the  taxable  value  in  the 
county  when  they  must  decide  on  the  number  of  mills  to  levy  by 
August  1. 

Under  section  15-7-102(3),  MCA,  property  owners  may  object 
to  the  Department  of  Revenue's  (DOR)  appraisal  of  their 
property  by  submitting  their  objections  in  writing  to  the 
department.  The  department  has  a  form  available  for  submitting 
objections  (form  AB26).   When  an  AB26  form  is  filed,  the 
department  appraiser  reviews  the  assessment  and  states  in 
writing  the  decision  on  whether  to  adjust  the  property  value. 

The  assessment  notice  contains  explanations  of  the  AB26  process 
and  the  county  tax  appeal  process,  including  the  time  limit  for 
filing  an  appeal  with  the  CTAB.   However,  county  officials  and 
members  of  the  State  Tax  Appeal  Board  (STAB)  explained  that 
taxpayers  have  been  confused  by  the  two  processes.  Taxpayers 
have  filed  the  AB26  not  realizing  that  they  also  had  to  file  a  tax 
appeal  with  the  CTAB  by  the  first  Monday  in  June  or  within 
15  days  of  receipt  of  the  assessment  notice.  These  officials 
stated  that  some  taxpayers  have  lost  their  right  to  appeal  to  the 
County  and  State  Tax  Appeal  Boards  because  of  confusion  over 
the  tax  appeal  process  and  the  AB26  process. 
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We  reviewed  the  assessment  notice  which  is  sent  to  taxpayers. 
The  notice  does  not  clearly  explain  the  relationship  between  the 
AB26  and  county  tax  appeal  processes.   As  presented  on  the 
assessment  notice,  the  county  tax  appeal  process  appears  to  be  a 
follow-up  to  the  AB26  process  rather  than  a  legal  appeal 
procedure  with  a  statutory  time  schedule.   As  a  result,  the  notice 
does  not  convey  to  the  taxpayers  that  completing  the  AB26  form 
does  not  preserve  the  taxpayer's  right  to  file  a  tax  appeal  with 
the  county  board. 


In  our  discussions  with  county  officials,  we  asked  how  they 
handled  and  explained  the  two  processes  to  the  taxpayers.   We 
found  the  counties  handled  this  differently  as  illustrated  in  the 
following  examples. 

One  county  official  indicated  he  automatically  sends  out  a 
new  assessment  every  time  he  completes  the  AB26  form 
regardless  of  whether  a  change  in  valuation  occurred,  so 
the  taxpayer  has  15  days  after  receipt  of  the  new 
assessment  to  file  with  the  County  Tax  Appeal  Board. 

Several  county  officials  indicated  that  the  STAB  has  asked 
them  to  advise  the  taxpayer  to  complete  the  application  for 
the  CTAB  when  they  complete  the  AB26  form  so  they  will 
not  run  past  the  15-day  limit.   If  the  AB26  process  resolves 
the  objection,  the  taxpayer  then  withdraws  his  county  tax 
appeal. 

One  county  official  said  he  allows  the  taxpayer  to  file  with 
the  CTAB  for  15  days  after  the  AB26  process  is  resolved, 
although  he  advises  the  taxpayer  to  complete  the  county 
tax  appeal  form  when  they  complete  the  AB26  form.   The 
official  said  he  believed  this  was  a  fair  method  for  the 
taxpayers  and  estimated  that  out  of  250  AB26s  filed  this 
year,  that  less  than  25  actually  went  to  the  County  Tax 
Appeal  Board. 

A  DOR  official  indicated  that  the  department's  interpretation  of 
the  law  allows  the  taxpayer  15  days  after  the  AB26  process  has 
been  completed  to  file  with  the  County  Tax  Appeal  Board. 

In  Inland  Properties.  Inc.  v.  The  Department  of  Revenue, 
decided  in  August  1992,  the  district  court  granted  the  property 
owner  an  opportunity  to  be  heard  by  CTAB  at  the  conclusion  of 
the  DOR's  review  even  though  it  occurred  after  the  first  Monday 
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in  June.   Department  officials  said  use  of  the  AB26  process  prior 
to  the  appeal  process  saves  the  taxpayers'  money.   As  an 
example,  DOR  cited  Cascade  County,  where  approximately 
3,000  requests  for  review  were  filed  with  DOR.   At  the  time  of 
filing  for  review,  appeal  forms  were  also  completed  by  most  of 
the  objecting  property  owners.   After  the  AB26  review,  less  than 
300  of  the  appeals  were  activated.   As  a  result,  taxpayers 
incurred  costs  for  processing  paperwork  and  preparation  for 
CTAB  hearings  which  did  not  occur.   The  official  said  the 
department  will  attempt  to  modify  the  law  through  legislation. 

The  time  limit  on  the  appeal  process  facilitates  completion  of 
appeals  before  county  commissioners  approve  the  final  county 
budget  in  August.   STAB  members  stated  the  board  believes  the 
law  is  clear  and  receipt  of  the  assessment  starts  the  clock.   The 
STAB  officials  stated  they  do  not  believe  the  DOR  has  the 
authority  to  extend  the  time  limits  through  an  administrative 
rule. 

We  believe  DOR  can  encourage  cost  savings  of  the  AB26  process 
through  earlier  completion  and  mailing  of  assessment  notices. 
However,  because  of  the  time  limits  to  file  with  the  County  Tax 
Appeal  Board,  it  is  important  for  taxpayers  to  understand  the 
difference  between  the  AB26  and  county  tax  appeal  processes. 
The  DOR  should  provide  clear  written  explanations  to  taxpayers 
on  the  two  processes  that  emphasize  the  fact  that  completing  an 
AB26  form  does  not  preserve  their  right  to  file  with  the  County 
Tax  Appeal  Board. 


Recommendation  #1 

We  recommend  the  Department  of  Revenue  provide  tax- 
payers clear  written  explanations  of  the  differences 
between  the  department's  AB26  administrative  review  and 
the  county  tax  appeal  process  with  its  time  limits  set  by 
state  law. 
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Delinquent  Taxes  State  law  requires  taxpayers  with  delinquent  property  taxes  to 

pay  both  halves  of  the  current  year  taxes  before  paying  one  or 
more  full  year  delinquent  taxes,  including  penalties  and  interest. 
Section  15-16-102(5),  MCA,  states  the  county  treasurer  must 
accept  payment  of  delinquent  taxes  for  one  or  more  full  years, 
provided  the  current  year  taxes  have  been  paid. 

In  interviews  with  county  treasurers,  we  found  four  of  twenty- 
one  counties  do  not  follow  the  requirements  of  the  law.   Two 
county  treasurers  said  they  allow  taxpayers  to  pay  delinquent 
taxes  before  paying  the  current  year's  taxes  in  order  to  limit  or 
avoid  tax  deed  sales  in  their  counties.   Another  county  treasurer 
makes  exceptions  in  applying  the  law  and  will  not  require  cur- 
rent year  taxes  if  the  taxpayer  pays  all  of  the  delinquent  taxes, 
plus  penalties  and  interest.  Finally,  one  county  treasurer  accepts 
partial  payments  of  delinquent  taxes  and  records  the  receipt  in  a 
trust  and  agency  fund  until  a  full  year's  delinquent  tax  has 
accumulated  for  the  taxpayer.  The  treasurer  then  applies  the 
amount  to  the  furthest  delinquent  tax  without  requiring  the  cur- 
rent year  taxes  as  required  by  state  law. 

The  law  is  intended  to  limit  the  amount  of  delinquent  taxes  that 
remain  outstanding.  This  ensures  both  the  state  and  counties 
maximize  revenue  available  for  operations.   We  reviewed  audits 
of  the  four  counties  which  were  not  complying,  but  found  no 
issues  regarding  noncompliance  with  delinquent  tax  statutes 
discussed  in  the  reports.  The  Department  of  Commerce,  through 
the  audit  function  of  the  Local  Government  Services  Bureau,  has 
responsibility  for  testing  compliance  with  state  law  by  the  county 
governments.  The  bureau  performs  some  local  government 
audits  and  will  prepare  compliance  checklists  for  use  in  audits 
performed  under  Montana's  Single  Audit  Act.  Since  delinquent 
tax  procedures  have  financial  impact  for  both  the  county  and  the 
state,  the  department  should  encourage  tests  of  delinquent  tax 
procedures  in  audits  to  identify  counties  which  are  not  enforcing 
the  delinquent  tax  statutes. 
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Recommendation  #2 

We  recommend  the  Department  of  Commerce  encourage 
audit  tests  of  delinquent  tax  procedures  to  ensure 
compliance  with  state  law. 


Mobile  Home  Transfers  According  to  section  61-4-310,  MCA,  persons  wishing  to  move  a 

mobile  home  must  obtain  a  movement  permit  from  the  county 
treasurer  at  the  point  of  the  origin  of  the  movement.  To  obtain  a 
permit,  a  person  must  fill  out  a  mobile  home  movement  declara- 
tion and  present  proof  of  ownership  and  evidence  that  personal 
property  taxes  have  been  paid.  The  permit  received  is  bright 
orange  and  readily  visible  if  attached  to  the  mobile  home  as 
required.  The  county  treasurer  sends  copies  of  the  permit  to  the 
assessor(s)  affected  by  the  move.  County  assessors  and 
appraisers  then  use  the  information  from  these  permits  to  help 
trace  the  location  of  these  mobile  homes  for  tax  assessment 
purposes.  This  process  also  ensures  taxes  are  paid  prior  to 
moving  a  mobile  home. 

County  officials  said  they  spend  a  lot  of  time  trying  to  track 
mobile  homes  in  order  to  assess  current  taxes  and  to  collect 
delinquent  taxes.  These  officials  indicated  movement  of  mobile 
homes  without  a  permit  significantly  increases  the  difficulty  of 
tracking  mobile  homes  for  property  assessment  purposes. 
Officials  at  four  of  the  counties  that  we  visited  expressed 
concerns  about  the  enforcement  of  mobile  home  transfers. 
These  officials  believed  more  strict  enforcement  would  dis- 
courage movement  of  mobile  homes  without  a  permit.   Respon- 
sibility to  ensure  movement  of  mobile  homes  occurs  only  with  a 
valid  permit  is  shared  by  local  and  state  law  enforcement 
agencies.  The  Department  of  Justice,  Highway  Patrol  and 
Department  of  Transportation  weight  stations  could  assist  local 
governments  by  actively  enforcing  section  61-4-310,  MCA,  and 
citing  violators.  One  of  the  county  officials  mentioned  that  she 
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was  not  getting  assistance  from  the  county  sheriff  because  the 
sheriff  does  not  make  it  a  high  priority. 

We  spoke  with  Department  of  Transportation  and  Department  of 
Justice  personnel.  They  indicated  they  do  ensure  that  mobile 
homes  being  transported  across  the  state  have  a  single  movement 
permit.  They  also  ensure  that  individuals  have  a  taxes  paid 
receipt,  as  outlined  in  sections  15-24-203,  15-24-204  and  15-24- 
208,  MCA.  They  noted  that  manpower  is  limited,  so  they 
enforce  the  mobile  home  transfer  laws  to  the  best  of  their  abil- 
ity. 

Weigh  station  attendants  are  appointed  by  the  Department  of 
Transportation  as  peace  officers  and  are  therefore  authorized  to 
issue  citations  to  violators  as  a  means  of  enforcing  the  require- 
ments outlined  in  these  laws.   A  department  employee  indicated 
weigh  station  employees  instruct  haulers  without  permits  to 
proceed  to  the  next  county  courthouse  and  obtain  a  permit.   A 
department  official  said  weigh  station  employees  would  issue 
tickets  if  the  violations  were  observed.   The  department  has  not 
issued  a  ticket  to  a  hauler  moving  a  mobile  home  within  the  state 
in  the  past  year,  the  official  said.  Since  haulers  should  obtain  a 
permit  from  the  county  treasurer  of  the  county  from  which  the 
mobile  home  is  being  moved  prior  to  the  move,  weigh  station 
employees  should  ensure  mobile  home  haulers  have  permits  and 
issue  citations  to  those  without  permits.   Under  section  15-24- 
204(1),  MCA,  violations  by  persons  who  fail  to  display  a  permit 
carry  a  fine  of  up  to  $500  and/or  six  months  in  jail.  Since  the 
permit  costs  only  $5,  increased  enforcement  effort  could  also 
reduce  the  willingness  of  the  hauler  to  assume  the  risk  of  moving 
a  mobile  home  without  a  permit. 


Recommendation  #3 

We  recommend  Department  of  Transportation  and  Depart- 
ment of  Justice  strengthen  enforcement  of  mobile  home 
movement  permits. 
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Minimain  Proper^  Tax  In  1991,  the  Legislature  enacted  a  five  dollar  minimum  property 

tax.   In  our  review  of  section  15-16-118,  MCA,  and  discussions 
with  county  treasurers,  we  identified  two  concerns  related  to 
implementation  of  the  minimum  tax.   The  issues  raised  involve 
the  property  covered  by  the  minimum  tax  and  the  effective  date 
of  the  tax. 

The  Department  of  Commerce,  Local  Government  Services 
Bureau,  provided  guidance  to  county  officials  on  the  minimum 
tax.  The  department's  memorandum  indicated  the  minimum  tax 
applied  only  to  real  property.  Officials  at  several  counties  we 
visited  disagreed  with  the  department  and  asserted  the  minimum 
tax  applied  to  personal  property  also.  The  minimum  tax  statute 
references  the  assessment  notice  described  in  section  15-16- 
101(2),  MCA,  which  includes  all  property  listed  in  the  assess- 
ment book  per  section  15-8-701,  MCA.  The  assessment  book 
lists  personal  property  and  real  property.  Therefore,  the  mini- 
mum tax  should  apply  to  personal  property  assessments  as  well  as 
real  property  assessments. 

According  to  Section  4,  Chapter  474,  Laws  of  1991,  the  mini- 
mum tax  became  effective  with  the  tax  year  beginning  Janu- 
ary 1,  1992.   Assessments  for  this  tax  year  are  collected  in  fiscal 
year  1992-93.  Therefore,  the  first  payment  of  $5  minimum  tax 
would  be  due  in  November  of  1992.  We  found  several  counties 
had  implemented  the  minimum  tax  with  the  May  1992  tax  bill. 
Guidance  provided  to  counties  could  have  been  clearer  if  it  had 
stated  that  minimum  tax  should  be  applied  to  the  November 
1992  payment. 

County  attorneys  in  two  counties  we  visited  expressed  concern 
with  the  guidance  given  by  the  Department  of  Commerce  on  the 
implementation  of  the  minimum  tax.  They  believed  the  guid- 
ance should  come  from  the  Department  of  Revenue  (DOR) 
because  it  has  responsibility  in  property  tax  matters.   We  found 
DOR  consulted  with  the  Department  of  Commerce  and  both 
agreed  that  Commerce  should  issue  the  guidance.   Department  of 
Commerce  officials  said  the  memorandum  included  guidance  on 
all  questions  related  to  the  minimum  tax  received  by  the 
department  and  DOR.  The  officials  questioned  whether  the 
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Department  of  Commerce  has  the  authority  to  send  memoranda 
giving  guidance  on  laws  administered  by  other  agencies. 

In  our  1986  county  collections  project,  we  recommended  one 
agency  be  designated  as  the  liaison  between  state  government 
and  counties  on  collections  issues.  The  Department  of 
Commerce,  Local  Government  Services  Bureau,  is  that 
designated  agent.  Other  agencies  should  participate  in  the 
process  and  provide  input  in  their  areas  of  expertise.  The  liaison 
agency  should  ensure  the  guidance  given  has  been  reviewed  by 
competent  legal  advisors.  The  guidance  on  the  $5  minimum  tax 
was  issued  April  29,  1992,  a  year  after  the  law  was  enacted.   By 
issuing  timely  guidance  on  tax  law  changes,  such  as  the 
minimum  property  tax,  consistent  implementation  can  be 
achieved. 


Recommendation  #4 

We  recommend  the  Department  of  Commerce  work  with 
the  Department  of  Revenue  to  provide  accurate  guidance  to 
counties  on  implementation  of  the  minimum  property  tax. 


New  Vehicle  Sales  Tax  County  treasurers  collect  a  tax  on  all  new  vehicles  at  the  time  the 

vehicles  are  registered.  The  new  vehicle  tax  was  enacted  in  1951 
as  part  of  a  statute  which  also  set  annual  registration  fees  on 
motor  vehicles.  The  statute  enacted  directed  county  treasurer  to 
retain  5  percent  of  the  amounts  collected.   Recodification  of 
laws  in  1965  and  1977  separated  the  provision  for  counties  to 
retain  5  percent  of  the  collections  from  the  law  establishing  the 
new  car  sales  tax.  Section  61-3-502,  MCA,  provides  the  author- 
ity for  collection  of  the  sales  tax  on  new  motor  vehicles.   Accord- 
ing to  this  section,  the  proceeds  from  this  tax  must  be  remitted 
to  the  state  treasurer  every  30  days  for  credit  to  the  state 
highway  account  of  the  special  revenue  fund.   The  section  malces 
no  provision  for  retention  of  a  portion  of  the  new  vehicle  sales 
tax  by  the  counties. 
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Following  procedures  outlined  by  the  Department  of  Commerce 
and  Department  of  Transportation  (DOT),  the  county  treasurers 
remit  95  percent  of  the  new  vehicle  tax  collections  to  the  state 
treasurer  and  retain  5  percent  of  these  collections.   According  to 
DOT  personnel,  the  distribution  of  the  collections  is  the  same  as 
the  distribution  of  gross  vehicle  weight  taxes  on  registrations 
cited  in  section  61-10-225,  MCA.   Forms  prepared  by  the  depart- 
ment for  use  by  county  treasurers  direct  the  distribution  of  the 
new  vehicle  tax. 

Based  on  new  vehicle  tax  receipts  recorded  on  the  state's  account- 
ing records,  we  estimate  counties  retained  $330,000  and  $363,800 
in  new  vehicle  tax  in  fiscal  years  1990-91  and  1991-92,  respec- 
tively.  A  DOT  official  said  the  legislative  intent  supports  reten- 
tion of  5  percent  of  the  new  vehicle  tax.  Since,  the  law  pertain- 
ing to  the  new  vehicle  sales  tax  no  longer  provides  for  retention 
of  a  portion  of  the  tax  by  the  counties,  it  is  not  clear  whether  the 
new  car  tax  should  have  been  retained  by  the  counties.   Compli- 
ance with  the  statute  as  it  now  exists  requires  all  new  vehicle  tax 
collections  to  be  remitted  to  the  state.   To  clarify  legislative 
intent,  and  implement  the  current  accepted  procedure,  the  DOT 
should  propose  legislation  which  clearly  authorizes  counties  to 
retain  5  percent  of  new  vehicle  sales  tax  collections. 


Recommendation  #S 

We  recommend  the  Department  of  Transportation  seek 
legislation  clarifying  legislative  intent  and  authorizing 
counties  to  retain  §  percent  of  new  vehicle  sales  tax 
collections. 


Hie  County  Collection 
Report 


Each  of  the  56  counties  in  Montana  collects  and  submits  revenue 
to  the  state  on  a  monthly  county  collection  report.   The  report  is 
an  overlay  four-part  form.  The  county  treasurers  manually 
write  or  type  the  information  from  their  accounting  systems  on 
the  lines  of  the  county  collection  report.   Personnel  at  the  state's 
Treasury  Unit,  Department  of  Administration,  manually  input 
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the  information  on  the  form  to  the  Statewide  Budgeting  and 
Accounting  System  (SBAS).  County  officials  stated  the  state 
could  improve  the  efficiency  and  effectiveness  of  this  process  if 
it  allowed  counties  with  automated  systems  to  transfer  the  infor- 
mation by  automated  means. 

Each  time  financial  information  is  manually  transferred  the 
possibility  for  errors  increases.   During  our  analysis  of  fiscal 
year  1990-91  data  we  noted  some  transfer  errors  that  occurred  at 
the  county  level,  as  well  as  data  entry  errors  that  occurred  at  the 
state  level.   For  example,  in  the  months  of  December  1990  and 
February  1991  one  county  treasurer  entered  the  amount  for  cur- 
rent year  six-mill  university  levy  collections  on  the  line  that  is 
used  to  report  excess  elementary  school  mill  levy  collections.   As 
a  result,  six-mill  university  levy  collections  entered  to  SBAS 
were  understated  by  $79,514  and  excess  elementary  school  mill 
levy  collections  were  overstated  by  the  same  amount.   We  also 
found  amounts  that  were  entered  on  the  collection  report 
correctly  but  input  to  SBAS  incorrectly.   For  example,  we  found 
that  $5,281  of  current  six-mill  university  levy  collections  were 
incorrectly  entered  as  prior  year  collections,  and  $67,207  of  prior 
year  collections  were  incorrectly  entered  as  current  year 
collections.   We  found  no  evidence  these  errors  were  detected  or 
corrected. 

At  present,  information  in  computer  readable  form  on  county 
systems  must  be  duplicated  in  manual  form  on  the  county  collec- 
tion report.  This  manual  duplication  is  not  an  efficient  use  of 
resources  for  the  county  or  the  state.   In  addition,  there  may  be 
erroneous  amounts  recorded  on  SBAS  because  the  data  must  be 
entered  twice.  To  facilitate  more  efficient  financial  reporting, 
the  Department  of  Administration  could  work  with  counties  to 
develop  a  computerized  report  format  so  counties  could  compile 
the  collection  report  from  their  systems  in  a  form  which  the 
department  could  input  directly  to  the  state's  system. 
Developing  this  format  would  reduce  the  chance  of  errors 
resulting  from  manual  transfer  of  data  between  the  county,  the 
collection  report,  and  SBAS. 
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Recommendation  #6 

We  recommend  that  the  Department  of  Administration  con- 
sider implementing  a  computerized  report  format  that 
would  give  counties  the  option  of  submitting  collection  data 
to  the  state  in  computer  readable  form. 


Collection  Report  The  county  collection  report  for  fiscal  year  1992-93  contains 

Instructions  three  reporting  lines  for  40-milI  school  equalization  levy  collec- 

tions.  Previous  collection  reports  contained  only  one  reporting 
line  for  40-mill  collections.   Through  discussions  with  various 
agencies  we  found  the  purpose  of  this  additional  detail  is  to  aid 
state  personnel  in  monitoring  revenue  estimates  and  year-end 
accruals  for  budgetary  purposes. 

The  counties  received  a  memorandum  prepared  by  the  state's 
Treasury  Unit  dated  June  22,  1992  requesting  the  three-way 
40-mill  breakdown.  The  request  was  effective  beginning  July 
1992.  The  memorandum  gave  a  brief  description  of  the  infor- 
mation required  for  each  of  the  three  lines  on  the  county  collec- 
tion report.  The  descriptions  read: 

Statewide  Equalization  Aid  Levy-40  mills-Current  Year: 
The  current  year  portion  of  the  40-mill  levy  imposed  on  all 
taxable  property  for  state  equalization  aid  to  the  public 
schools  of  Montana.   Excludes  prior  year  collections  and 
non-tax  revenue. 

Statewide  Equalization  Aid  Levy-40  mills-Non-Levy 
Revenue:  The  same  as  line  50,  except  that  it  represents 
Non-Levy  Revenue  collections  of  the  40-mill  levy. 

Statewide  Equalization  Aid  Levy-40  mills-Prior  Year:  The 
same  as  Line  50  and  51,  except  that  it  represents  prior 
year's  collections  of  the  40-mill  levy. 

Due  to  the  timing  of  the  request,  the  nature  of  the  descriptions 
of  the  40-miIi  lines  requested,  and  the  lack  of  communication 
with  counties  relating  to  the  request,  confusion  developed  at  the 
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county  level  concerning  the  information  to  be  provided  on  each 
of  the  40-mill  lines  requested.   As  a  result,  only  16  of  56 
counties  separated  40-mill  collections  on  the  July  1992  county 
collection  reports. 

Another  example  of  separate  reporting  lines  is  where  the  state 
requires  the  six-mill  university  levy  collections  be  reported  on 
two  lines  on  the  county  collection  report.   One  line  is  for  current 
year  collections  and  the  other  line  is  for  prior  year  collections. 
The  original  intent  for  using  the  prior  year  line  was  to  provide 
information  for  use  in  estimating  a  year-end  accrual  of  levies 
receivable.  The  Treasury  Unit,  using  guidance  from  Department 
of  Revenue  (DOR),  issued  instructions  to  the  counties  explaining 
the  information  to  be  included  on  the  prior  year  line.  The 
instructions  read: 

University  Millage:  The  same  as  line  #47  except  that  it 
represents  levies  that  should  have  been  collected  in  the 
prior  fiscal  year. 

Through  examination  of  collection  reports  and  discussions  with 
county  officials,  we  found  only  one  of  twenty-one  counties  we 
visited  provided  the  information  the  department  could  use  for  its 
intended  purposes.   DOR  did  not  revise  its  definition  of  prior 
year  university  millage  so  county  officials  understood  and  pro- 
vided the  desired  information.  Therefore,  the  information 
provided  has  not  been  used  for  estimating  the  year-end  receiv- 
able for  the  six-mill  levy.    However,  counties  have  been 
incurring  the  cost  of  tracking  and  reporting  prior  year  revenue 
information  for  the  six-mill  levy  for  six  years. 

The  examples  described  above  indicates  that  state  agencies  must 
clearly  define  exactly  what  information  they  want  if  they  expect 
counties  to  gather  and  report  the  information  requested. 
Agencies  requesting  detailed  information  such  as  that  applicable 
to  the  40  and  6-mill  levies,  should  monitor  data  submitted  on  the 
collection  reports  to  ensure  county  officials  and  the  Treasury 
Unit  personnel  understand  and  provide  the  data  requested. 
Based  on  guidance  from  the  requesting  agency  and  feedback 
from  county  officials  and  users  of  the  data,  the  Treasury  Unit 
should  provide  a  specific,  detailed  written  description  of  line 
items  on  the  county  collection  report.   Unless  the  information 
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submitted  matches  what  state  agencies  need,  counties  may  incur 
costs  of  reporting  data  which  does  not  meet  the  needs  of  the 
requesting  agency. 


Recommendation  #7 

We  recommend  the  Department  of  Administration  provide 
the  counties  additional  written  guidance  relating  to 
reporting  of  the  40  and  6-mill  levies  on  the  county 
collection  report. 


Cost/Benefit  of  Collection 
Report  Changes 


Information  provided  to  the  state  on  the  county  collection  report 
should  produce  benefits  that  are  greater  than  its  cost.   Each  time 
a  new  line  is  added  to  the  county  collection  report  there  is  a  cost 
to  state  and  county  governments.  The  number  of  lines  of  infor- 
mation on  the  collection  report  increased  from  50  in  1985,  to  83 
in  1992.   When  Treasury  Unit  personnel  revise  the  report  format 
by  adding  a  new  line,  county  personnel  must  redesign  their  auto- 
mated accounting  programs  or  develop  manual  procedures  to 
account  for  state  revenue  in  more  detail.   We  found  that  county 
costs  and  the  lead  time  required  to  make  county  system  changes 
are  not  always  considered  by  state  agencies  before  collection 
report  changes  are  implemented. 


Two  examples  of  new  lines  added  to  the  county  collection  report 
are  cited  in  the  previous  section  of  this  report.   The  county 
collection  report  requires  a  two-way  split  between  current  year 
and  prior  year  six-mill  university  levy  collections.  Our  study 
verified  that  counties  reported  information  on  the  prior  year 
six-mill  line  which  was  not  used  by  any  state  agency.  The 
second  example  is  the  three-way  split  of  40-mill  equalization 
levy  collections.  In  a  meeting  with  representatives  from  several 
state  agencies  and  the  Treasury  Unit,  we  found  no  consensus  on 
who  requested  or  planned  to  use  the  prior  year  information  on 
40-mill  levy  collections.   In  addition,  county  governments  were 
not  contacted  to  determine  the  cost  of  providing  the  three-way 
allocation  of  40-mill  levy  collections.   One  of  the  smaller 
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counties  told  us  they  would  have  to  incur  a  minimum  of  $600  in 
costs  in  order  to  collect  the  data.   All  counties  will  incur 
additional  costs  to  account  for  and  report  this  additional  detail. 

We  also  noted  several  instances  where  the  collection  report 
provides  lines  for  counties  to  distribute  collections  between  state 
accounts.   Among  the  fees  distributed  by  the  counties  for  the 
state  are  vehicle  registration,  junk  vehicle  disposal,  marriage 
license  and  dissolution  of  marriage  fees.  Department  officials 
said  the  state's  accounting  system  can  electronically  process  the 
distribution  of  fees  if  state  law  allocates  a  percentage  of  the  fee 
rather  than  a  set  amount  for  each  use.   At  present,  state  law 
allocates  the  fees  discussed  above  in  specific  amounts  rather  than 
as  a  percentage  of  the  total  fee.  By  revising  laws  to  allocate  fees 
on  a  percentage  basis,  the  state  can  reduce  the  cost  of  collection 
and  allocation  of  the  fees  for  both  state  and  county  government. 


Recommendation  #8 

We  recommend  the  Department  of  Administration: 

A.  Perform  a  preliminary  cost/benefit  analysis, 
including  local  government  costs,  before  making 
changes  to  the  county  collection  report. 

B.  Consider  proposing  legislation  to  distribute  fees  on  a 
percentage  basis. 


User  Involvement  in 
System  Development 


State  law  assigns  responsibility  to  the  Department  of  Revenue 
(department)  for  classifying,  appraising,  and  assessing  real 
property  within  the  state.  Section  15-8-101,  MCA,  also  states 
the  department  shall  have  full  charge  of  assessing  and  of 
equalizing  values  for  all  property  subject  to  taxation.  To 
perform  these  functions,  the  department  has  developed  data 
processing  systems  which  are  used  by  both  state  and  local 
government  personnel.  The  department  implemented  the 
Computer  Assisted  Mass  Appraisal  System  (CAMAS)  to  facilitate 
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classification,  appraisal  and  assessment  of  real  property.  It  also 
developed  the  Business  Equipment  Valuation  System  (BEVS)  to 
provide  personal  property  valuations. 

Officials  in  most  of  the  counties  we  visited  expressed  concerns 
with  the  development  process  used  for  the  CAMAS  and  BEVS 
systems.   These  systems,  which  must  be  used  in  each  county, 
generate  information  used  in  both  department  computer  appli- 
cations and  existing  county  financial  accounting  systems. 
Officials  stated  that,  although  some  county  personnel  have  been 
asked  to  provide  input  as  to  the  effect  of  the  department's 
systems  on  county  government,  the  department  has  not  addressed 
those  issues.  Other  county  officials  stated  the  state  systems  are 
developed  solely  to  meet  the  department  needs  without  regard  to 
the  relations  with  county  information  systems.   As  a  result, 
counties  operate  the  state  systems  in  addition  to  the  counties' 
other  property  tax  data,  billing  and  collection  systems.  Counties 
cited  several  specific  examples  where  coordination  in  systems 
development  could  have  minimized  or  eliminated  the  need  to 
enter  the  same  property  information  on  the  state  system  and  also 
on  the  county  system. 

County  officials  stated  that  CAMAS,  which  has  been  placed  in 
all  county  offices,  has  created  a  duplication  of  data  entry.   Data 
elements  must  be  entered  into  CAMAS  and  then  entered  on  the 
county  system.  The  county  officials  stated  that  a  more 
coordinated  approach  in  the  development  of  this  system  could 
have  addressed  county  requirements  and  reduced  the  duplication. 

The  Department  of  Revenue  is  currently  in  the  process  of  imple- 
menting BEVS,  a  computerized  personal  property  tax  assessment 
program.   As  conceived  by  the  department,  BEVS  will  replace 
personal  property  tax  systems  presently  in  use  at  the  counties. 
However,  many  of  these  are  automated  and  integrated  with  the 
tax  billing  system  used  by  the  county's  treasurer.   Many  county 
systems  calculate  the  taxes  due,  print  the  tax  bills  and  post  the 
accounts  receivable  records.   While  BEVS  will  achieve  the  effi- 
ciency and  uniformity  of  a  single  update  of  personal  property 
values,  county  users  of  the  system  will  incur  the  additional  cost 
of  transferring  personal  property  tax  information  to  their  county 
billing,  accounts  receivable  and  accounting  systems. 

Page  19 


Issues  and  Recommendations 


Department  officials  said  the  system  development  process  used 
for  CAMAS  and  BEVS  develops  the  valuation  system  in  the 
initial  stage  and  link  the  state  system  to  county  systems  in  the 
second  stage.  Officials  said  the  department  has  made  payments 
to  counties  which  manage  their  own  data  processing  systems  and 
to  software  vendors  for  counties  which  contract  system  manage- 
ment for  programming  to  move  information  electronically 
between  state  and  county  systems.  Of  the  56  counties,  31  use 
systems  maintained  by  a  single  vendor  and  25  of  these  31 
counties  have  identical  system  software. 


In  addition  to  the  costs  associated  with  transferring  data,  county 
officials  expressed  concern  about  access  to  BEVS.   The  officials 
believe  the  counties  will  have  to  use  the  existing  department 
computer  workstations  now  dedicated  to  the  central  real  property 
appraisal  system  to  access  the  department's  computer.  Since 
these  workstations  are  used  by  county  appraisers,  the  assessors 
may  not  complete  the  input  of  personal  property  data  in  a 
reasonable  time.  In  some  cases  appraisers  offices  are  located 
separately  from  assessors  offices.   Several  assessors  said  the 
conversion  process  could  take  years  rather  than  months.   Depart- 
ment officials  predicted  25  counties  will  have  completed  input  to 
BEVS  by  January  1993  and  the  others  will  complete  data  entry 
within  months. 

The  department  appointed  an  advisory  committee  during  the 
BEVS  development  phase.  The  committee  included  members 
from  the  department's  Property  Assessment  Division,  data 
processing  personnel,  and  two  county  representatives.   However, 
both  county  representatives  on  the  committee  said  the  depart- 
ment did  not  consider  county  input  when  setting  system  design 
requirements.  The  department  did  not  keep  minutes  of  advisory 
committee  meetings  or  generate  correspondence  to  communicate 
how  county  concerns  were  addressed  during  the  development 
phase.  Department  officials  said  county  assessors  were 
represented  on  the  advisory  committee  and  the  department 
believed  these  individuals  would  communicate  with  other  county 
officials  about  the  decisions  made  and  reasons  for  them. 
However,  county  officials  perceive  the  department  does  not 
adequately  solicit  or  consider  their  input  and  needs  when 
developing  statewide  systems  counties  are  required  to  operate. 
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To  address  this  concern  the  department  could  establish  a  process 
of  formally  soliciting  input  from  counties  and  notifying  them  of 
the  systems  progress.   Such  information  should  include  issues 
considered,  issues  addressed  in  systems  development,  and  issues 
not  addressed  and  why  they  were  not  addressed.   Coordination  in 
the  development  of  state  mandated  systems  could  also  assist  with 
its  integration  with  other  county  operated  systems. 


Recommendation  #9 

We  recommend  the  Department  of  Revenue  consider  county 
system  requirements  and  communicate  the  reasons  for 
specifications  selected  in  the  design  of  computer  systems 
which  will  be  used  at  the  county  level. 


Revenue  Distributions 


County  treasurers  receive  revenue  from  state  agencies.  The 
treasurers  distribute  this  money  to  various  accounts  based  on 
instructions  and  data  provided  by  state  agencies.  During  discus- 
sions with  county  officials  and  review  of  accounting  documents, 
we  found  several  instances  where  additional  information  from 
the  state  could  facilitate  distribution  of  the  money.   For  property 
taxes,  county  personnel  must  know  the  location  of  the  property. 
Based  on  property  location,  the  county  can  distribute  a  portion 
of  the  revenue  to  each  taxing  jurisdiction  affecting  that  prop- 
erty.  Examples  of  taxing  jurisdictions  include  counties,  cities, 
and  school,  fire,  and  conservation  districts.   In  the  following 
sections,  we  discuss  concerns  related  to  distribution  of  the 
corporation  license  tax,  fleet  vehicle  registrations,  aircraft 
registrations,  and  custom  combine  fees. 


Corporation  License  Tax 


Section  15-31-702,  MCA,  directs  the  Department  of  Revenue 
(department)  to  distribute  80  percent  of  the  corporation  license 
tax  revenues  from  financial  institutions  to  the  various  taxing 
jurisdictions  in  which  the  institution  is  located.   The  statute  also 
requires  the  department  to  establish  rules  to  ensure  equitable 
distribution  to  taxing  jurisdictions  when  an  institution  has  more 
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than  one  branch.  The  department  has  established  rules  for  allo- 
cating license  tax  proceeds  to  taxing  jurisdictions.   However,  the 
department  does  not  provide  enough  information  for  counties  to 
distribute  payments  to  the  taxing  jurisdictions  in  which  each 
branch  of  the  bank  is  located. 


According  to  the  rules,  each  branch  will  be  considered  a  separate 
unit  for  distribution  purposes.    License  tax  proceeds  will  be 
allocated  to  each  branch  unit  based  on  the  ratio  of  total  deposits 
in  the  branch  to  total  bank  deposits  in  the  county.   In  order  for 
the  counties  to  apply  the  rules,  the  department  should  clearly 
identify  the  location  of  each  branch  and  percentage  of  deposits 
when  multiple  branches  of  a  financial  institution  exist  within  a 
county.   With  this  information,  the  county  treasurer  will  be  able 
to  properly  distribute  the  license  tax  proceeds  to  the  appropriate 
taxing  jurisdictions. 

Although  the  department  has  established  distribution  procedures 
in  its  rules,  officials  from  two  counties  anticipating  the  opening 
of  a  second  branch  within  the  county  were  not  clear  on  how  the 
allocation  should  be  made.  In  addition,  the  department  recently 
discovered  it  had  distributed  $1.15  million  in  license  tax  pro- 
ceeds from  one  bank  to  the  county  with  the  bank's  home  office 
rather  than  to  seven  counties  in  which  the  bank  had  branches. 


Fleet  Vehicle  Registrations  Treasurers  at  several  counties  noted  the  allocation  of  motor 

vehicle  taxes  collected  by  the  Department  of  Transportation 
(department)  on  intrastate  fleet  vehicles  was  an  inefficient 
process.   The  department  sends  copies  of  the  registrations,  a 
check,  and  a  list  of  revenues  by  type  to  the  county  treasurers. 
However,  the  list  does  not  separate  or  total  the  taxes  and  fees  by 
school  district.   County  personnel  must  manually  sort  the 
registration  receipts  by  school  district  to  properly  distribute  the 
taxes.   Department  officials  said  department  software  does  not 
yet  have  the  capability  to  total  the  taxes  by  school  district. 
Department  personnel  indicated  the  department  will  begin  pro- 
viding this  information  on  fleet  vehicle  taxes  on  January  1,  1993. 
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Aircraft  Registrations 


The  Department  of  Transportation  (department)  collects  aircraft 
registration  fees  in  lieu  of  property  taxes.   Under  section  67-3- 
205(2),  MCA,  the  department  distributes  90  percent  of  the 
receipts  from  these  registrations  to  the  counties  in  which  the 
aircraft  is  registered.  Section  67-3-201(4),  MCA,  requires  the 
aircraft  owner  to  register  the  aircraft  in  the  county  of  residence 
or  in  the  county  of  principal  place  of  doing  business  in  the  state 
unless  the  owner  files  an  affidavit  indicating  the  plane  is  usually 
kept  at  a  landing  facility  in  another  county.  The  department 
sends  a  list  of  registered  aircraft  and  owners  to  the  counties  with 
the  registration  fees. 


County  treasurers  expressed  some  confusion  on  where  to  dis- 
tribute aircraft  registration  fees.   Under  state  law,  aircraft 
registration  fees  should  be  distributed  in  the  same  manner  as 
personal  property  taxes.   However,  under  section  67-3-201(4), 
MCA,  the  distribution  should  be  made  to  taxing  districts  at  the 
owners  residence  or  principal  place  of  business  unless  an 
affidavit  has  been  filed.   A  department  official  said  the 
department  sends  the  funds  to  the  county  in  which  the  plane  is 
located  regardless  of  whether  an  affidavit  has  been  filed.   The 
department  can  improve  compliance  with  state  law  for  distri- 
bution of  aircraft  registrations  by  instructing  county  personnel  to 
distribute  based  on  residence  unless  specifically  notified  of  an 
affidavit  filed  by  an  owner. 


Summary 


The  three  types  of  revenue  distributions  discussed  in  the 
previous  sections  of  this  report  are  presented  as  examples  of 
payments  to  counties  which  do  not  include  the  necessary  infor- 
mation to  allow  county  treasurers  efficient  and  equitable 
distribution  of  the  payments  to  county  taxing  jurisdictions. 
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Recommendation  #10 
We  recommend: 

A.  The  Department  of  Revenue  provide  counties  the 
necessary  information  to  distribute  corporation 
license  tax  payments  to  the  taxing  jurisdiction  in 
which  each  branch  banli  is  located. 

B.  The  Department  of  Transportation  provide  counties 
the  necessary  information  to  distribute  fleet  vehicle 
payments  to  the  appropriate  taxing  jurisdictions 
required  by  state  law. 

C.  The  Department  of  Transportation  distribute  aircraft 
registration  fees  to  the  county  of  the  owner's 
residence  or  principal  place  of  business. 


Custom  Combine  Fees  The  Department  of  Transportation  (department)  distributes 

custom  combine  property  tax  and  custom  combine  unit  permit 
collections  to  counties.   At  one  county,  we  observed  a  distribu- 
tion of  these  moneys  where  the  treasurer  deposited  both  the 
property  tax  and  the  unit  permit  portion  in  the  county  general 
fund.  The  tax  on  combines,  established  by  section  15-24-301(5), 
MCA,  is  a  fee  in  lieu  of  taxation.  As  a  personal  property  tax,  it 
appears  the  custom  combine  tax  should  be  distributed  to  all 
funds  according  to  the  mill  levies  in  each  taxing  jurisdiction 
within  the  county. 

We  found  the  department  does  not  have  enough  information  to 
accurately  distribute  these  payments  to  the  various  taxing 
jurisdictions  within  the  county.   Under  section  61-10-130(6), 
MCA,  the  department  distributes  custom  combine  unit  permit 
collections  to  the  county  in  which  the  permittee  declares  the 
greatest  amount  of  time  will  be  spent.   The  property  tax  portion 
is  distributed  to  the  same  county,  but  the  information  provided 
by  the  permittee  is  insufficient  to  determine  which  taxing  juris- 
dictions should  receive  distributions.  In  fiscal  year  1991-92,  we 
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estimate  the  department  collected  and  disbursed  approximately 
$14,000  in  custom  combine  property  taxes  to  counties.  Since  the 
information  to  distribute  custom  combine  in  lieu  of  property  tax 
payments  is  not  easily  attainable  and  the  amounts  collected  and 
disbursed  to  counties  is  not  large,  the  department  should  con- 
sider working  with  the  Department  of  Revenue,  which 
administers  property  tax  laws,  to  propose  legislation  to  simplify 
distribution  of  custom  combine  taxes. 


Recommendation  #11 

We  recommend  the  Department  of  Transportation  work 
with  the  Department  of  Revenue  to  seek  legislation  to 
simplify  distribution  of  custom  combine  in  lieu  of  tax 
collections  under  section  15-24-301,  MCA. 


County  Collections  and 
Distribution  Manual 
Needed 


We  noted  that  county  treasurers  use  instructions  provided  by 
state  agencies  to  determine  which  accounts  should  receive  reve- 
nue distributions.  The  information  should  be  clear,  concise  and 
current.  Several  county  officials  suggested  a  distribution 
manual,  rather  than  a  file  of  letters  would  be  a  more  efficient 
format.  Such  a  manual  would  include  distribution  procedures, 
based  on  state  law  and  revised  for  changes  in  the  law.  Agencies 
making  distributions  to  the  counties  would  still  provide  data 
necessary  to  make  distributions  to  taxing  jurisdictions,  such  as 
address  or  location  of  the  property  or  its  owner. 


Section  7-6-2141,  MCA,  requires  the  Department  of  Commerce 
to  prepare  and  distribute  a  county  collections  manual  to  county 
treasurers,  setting  forth  the  procedures  and  forms  to  be  used  by 
the  counties  in  collecting  revenue  for  the  state.   The  revenue 
distribution  information  discussed  above  would  be  a  logical 
extension  of  information  which  could  be  provided  in  such  a 
manual.   In  our  most  recent  audit  of  the  Department  of  Com- 
merce, we  noted  the  department  has  not  received  appropriation 
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authority  to  prepare  the  manual  and  so  the  county  collections 
manual  has  not  been  completed. 


Recommendation  #12 

We  recommend  the  Department  of  Commerce: 

A.  Include  information  on  the  distribution  of  revenues 
received  by  counties  as  part  of  the  county  collections 
manual  required  by  section  7-6-2141,  MCA. 

B.  Seek  funding  to  complete  a  county  collections 
manual. 


Oear  Written  Instruc- 
tions Would  Benefit 
Local  Governments 


County  officials  cited  instances  where  the  Department  of  Health 
and  Environmental  Sciences  (DHES)  could  improve  communica- 
tion of  the  processes  which  a  local  government  must  go  through 
to  receive  a  specific  state  service,  permit,  or  license.   County 
officials  stated  that  formal  written  procedures  explaining  the 
step-by-step  process,  with  a  timeline,  along  with  a  detailed  list 
of  information  required  for  each  step  of  a  process  would  be  very 
helpful.   Written  instructions  and  expectations  would  minimize 
misunderstandings  and  delays  which  often  occur  through  verbal 
communications  or  incomplete,  piecemeal  instructions. 


For  example,  officials  of  one  county  we  visited  stated  that  due  to 
misunderstandings  and  reliance  on  various  verbal  communica- 
tions, they  had  to  wait  one  year  longer  than  anticipated  to 
receive  a  permit  for  a  new  county  landfill.  This  county  pur- 
chased equipment  and  prepared  to  issue  financing  bonds  on  the 
basis  of  verbal  communications  with  DHES.   During  our  visit, 
county  officials  stated  "The  process  was  unnecessarily  extended 
by  continual  requests  from  DHES  for  information  that  county 
personnel  could  have  provided  with  the  initial  application  if  we 
had  known  that  these  items  were  required.  If  DHES  would  have 
provided  the  county  with  written  documentation  concerning  an 
estimated  time  frame  for  the  permit  process  and  a  list  of  all 
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information  necessary  to  complete  the  application  thousands  of 
dollars  and  months  of  project  time  could  have  been  saved." 

DHES  officials  said  that  due  to  appeals  it  would  be  difficult  to 
tie  the  permit  process  to  a  specific  time  frame.   Resolving  public 
comments  can  extend  the  public  hearing  process  indefinitely. 
However,  DHES  officials  said  that  specific  guidelines  and  gen- 
eral timelines  for  completion  could  be  developed.   Officials  said 
DHES  has  set  up  a  permit  coordination  committee  in  the 
department. 

Another  example  where  verbal  procedures  and  instructions 
caused  a  misunderstanding  occurred  during  the  processing  of 
tests  for  food  poisoning.   A  county  health  official  stated  that 
DHES  told  him  they  would  not  test  samples  unless  he  could  docu- 
ment 30  cases  of  food  poisoning.  The  county  official  was 
convinced  that  the  DHES  would  not  test  samples  smaller  than  30. 
DHES  officials  stated  that  no  such  policy  existed.   DHES  said 
that  cases  were  accepted  or  rejected  on  the  basis  of  information 
pertaining  to  cases  on  an  individual  basis.   DHES  officials  stated 
that  if  it  was  probable  that  a  conclusive  result  could  be  reached 
they  would  accept  a  single  case  for  testing.  DHES  officials  said 
the  process  is  usually  verbal  and  they  had  no  record  of  the  case 
cited  by  the  county  official.   DHES  officials  stated  the  depart- 
ment has  no  formal  polices  or  procedures  which  explain  this 
process.   DHES  could  clarify  its  lab  testing  process  if  it  com- 
municated its  policies  and  procedures  in  writing.  Clear  written 
procedures  would  provide  local  governments  a  "road  map"  to 
guide  them  through  the  process  more  efficiently. 


Recommendation  #13 

We  recommend  the  Department  of  Health  and  Environ- 
mental Sciences  issue  written  policies,  procedures  and 
instructions  to  assist  local  governments  obtaining  permits 
and  services  from  the  department. 
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Domestic  Water  Section  75-6-103,  MCA,  grants  the  state  Board  of  Health  broad 

Systems  rule  making  authority  over  state  waters  used  for  domestic  pur- 

poses.  The  Department  of  Health  and  Environmental  Sciences 
(DHES)  promulgated  the  following  administrative  rule  to  protect 
domestic  water  supplies. 

"No  privy  vault,  cesspool  or  other  reservoir  into  which  a 
privy  vault,  water  closet,  stable  or  sink  is  drained,  except  it 
be  water-tight,  shall  be  permitted  within  100  feet  of  any 
well,  spring  or  other  source  of  water  used  for  drinking  or 
culinary  purposes.  .  ." 

The  language  in  this  rule  restricts  the  placement  of  sewage  dis- 
posal systems  but  does  not  restrict  the  placement  of  water  wells 
in  relation  to  existing  disposal  systems.   Current  regulations  do 
not  require  a  well  driller  to  locate  existing  disposal  systems  or 
maintain  any  separation  from  them. 

For  example,  officials  in  one  county  said  wells  have  been  placed 
on  lots  in  a  recently  developed  subdivision  in  such  a  manner  so 
as  to  make  it  impossible  to  place  a  sewage  disposal  system  on  an 
adjoining  lot.   Any  location  selected  would  have  been  less  than 
100  feet  from  a  water  well.   In  these  situations,  the  value  of  the 
undeveloped  lot  as  a  building  lot  was  destroyed.   DHES  could 
mitigate  the  impact  of  this  rule  by  addressing  the  placement  of 
wells  in  the  department's  rules.  The  existing  rule  places  all 
responsibility  on  the  owners  of  sewage  disposal  systems. 

To  ensure  that  a  100  foot  separation  is  maintained  between 
sewage  disposal  systems  and  wells,  the  Department  of  Health  and 
Environmental  Sciences  should  establish  rules  for  locating  wells 
in  relation  to  sewage  disposal  systems. 
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Recommendation  #14 

We  recommend  the  Department  of  Health  and  Environ- 
mental Sciences  work  with  the  counties  to  determine  if 
additional  issues  need  to  be  addressed  in  the  domestic 
water  supply  regulations. 


Unlocatable  Mineral 
Trusts 


Under  Title  82,  chapter  1,  part  3,  MCA,  any  person  owning  an 
interest  in  minerals  under  a  tract  of  land  may  petition  district 
court  to  declare  a  trust  in  favor  of  a  person  also  owning  an  inter- 
est in  minerals  in  the  same  tract  if  the  person's  whereabouts  is 
unknown.   The  clerk  of  court  at  the  county  is  appointed  the 
trustee  to  administer  the  trust  of  the  unlocatable  owner.  The 
clerk  of  court  must  invest  any  royalties  or  other  income  of  the 
trust  and  is  entitled  to  keep  50  percent  of  the  investment  earn- 
ings. 


The  clerks  of  court  in  five  counties  where  trusts  exist  claim  the 
interest  earnings  from  the  trusts  do  not  cover  the  costs  of  admin- 
istering the  trusts.   According  to  section  70-9-207,  MCA,  after 
five  years  the  amount  in  the  trust  is  presumed  abandoned  and  is 
delivered  to  the  Department  of  Revenue.   The  Department  of 
Revenue  deposits  proceeds  from  the  sale  of  abandoned  property 
to  the  public  school  nonexpendable  trust  fund.   Although  the 
county  is  not  allowed  to  withhold  any  service  or  handling  fees, 
the  Department  of  Revenue  may  deduct  administrative  costs 
related  to  disposition  of  the  property  from  trust  proceeds. 


One  possible  solution  would  be  to  modify  the  law  and  allow  the 
clerks  of  court  to  charge  costs  against  all  investment  earnings 
and/or  trust  royalties.   Another  option  involves  the  other  owners 
of  the  mineral  property.  Since  the  state  enables  partial  owners  of 
minerals  to  develop  mineral  properties  without  locating  all  the 
owners,  these  owners  benefit  from  the  formation  of  the  trust. 
As  beneficiaries  of  the  trust  arrangement,  it  may  be  feasible  for 
these  parties  to  bear  some  cost  of  the  trust.   The  court  adminis- 
trator, who  oversees  administration  of  the  supreme  court  and 

Page  29 


Issues  and  Recommendations 


reimbursement  of  certain  district  court  expenses,  should  work 
with  clerks  of  court  to  investigate  more  efficient  ways  to 
administer  unlocatable  mineral  and  oil  trusts. 


Recommendation  #15 

We  recommend  the  court  administrator  work  with  clerks  of 
court  to  investigate  more  efficient  ways  to  administer 
unlocatable  oil  and  mineral  trusts. 


Outdated  Laws  During  our  project  we  asked  county  officials  if  they  were  aware 

of  any  outdated  laws  or  laws  that  are  no  longer  applicable  to  the 
counties.  Some  of  the  state  laws  discussed  include: 

Huckster  license  -  Section  7-21-2503,  MCA,  enacted  in  1925 
requires  the  county  treasurer  to  issue  a  $15  license  fee  for  all 
persons  who  sell  retail  farm  products  to  consumers  (called 
hucksters)  desiring  to  do  business  in  the  county. 

Mountain  lion  bounty  -  Section  81-7-115,  MCA,  enacted  in 
1925  requires  the  county  clerk  and  recorder,  along  with  the 
assistance  of  the  county  treasurer,  to  examine  each  scalp  or 
mountain  lion  lower  jaw  skin  presented  and  is  to  receive  5  cents 
from  the  state  treasurer  out  of  the  bounty  fund  for  each  scalp  or 
skin  of  a  mountain  lion  lower  jaw. 

Market  master  -  Section  7-21-3321,  MCA,  enacted  in  1917  desig- 
nates the  county  auditor  (or  the  clerk  and  recorder  in  counties 
with  no  county  auditor)  as  the  ex  officio  county  market  master. 
The  duties  of  a  market  master  outlined  in  section  7-21-3322, 
MCA,  include:  ensuring  laws  of  Montana  in  reference  to 
weights  and  measure  are  enforced,  removing  all  vagrants,  and 
setting  the  procedures  for  supervising  and  accounting  for  the 
sales  and  collecting  of  commission,  and  to  generally  supervise 
and  control  the  operations  of  the  public  markets. 

Raffle  permits  -  Section  23-5-413,  MCA,  requires  the  county 
commissioners  to  issue  a  permit  for  each  raffle  conducted  within 
the  county.   For  religious  corporation  sole  or  a  nonprofit 
organization,  the  commissioners  may  not  charge  a  permit  fee  or 
an  investigation  fee. 
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Because  of  the  change  in  most  counties  from  manual  to  auto- 
mated systems,  county  officials  indicated  a  number  of  other  laws 
that  they  believed  were  no  longer  applicable  to  the  counties. 
Automation  has  made  a  number  of  reports  and  corresponding 
laws  outdated;  for  example,  the  assessment  book  may  now  be  a 
computer  printout. 

Annual  settlements  with  county  clerk  -  Section  15-1-506,  MCA, 
requires  the  Department  of  Revenue,  county  attorney,  and 
county  treasurer  to  make  a  settlement  with  the  county  clerk  and 
recorder  of  all  transactions  connected  with  the  revenue  for  the 
previous  year  on  the  first  Monday  of  January. 

Auditor's  report  -  Section  7-6-2331(2),  MCA,  requires  the 
county  auditor,  on  the  last  business  day  of  each  month,  to 
furnish  the  county  clerk  and  recorder  with  a  statement  showing 
the  total  amount  of  liabilities  incurred  against  each  budget 
appropriation  for  which  warrants  have  not  been  issued  up  to  the 
close  of  said  business  day. 

County  clerk  prepare  duplicate  statement  -  Sections  15-10-302 
and  15-10-303,  MCA,  require  the  county  clerk  and  recorder  to 
prepare  a  duplicate  statement  of  taxes  from  the  assessment  book 
each  year  by  the  second  Monday  in  August  and  transmit  by  mail, 
one  to  the  State  Auditor  and  one  to  the  Department  of  Revenue. 

County  clerk  to  make  changes  in  assessment  book  -  Section  15- 
10-304,  MCA,  requires  the  clerk  and  recorder  to  make  a  change 
in  the  assessment  book  upon  receipt  of  a  statement  showing  a 
change  made  in  the  assessment  by  the  Department  of  Revenue  or 
the  state  tax  appeal  board. 

Treasurer's  record  of  personal  property  taxes  paid  -  Section  15- 
16-115,  MCA,  requires  the  treasurer  to  note  on  the  assessment 
book  by  each  name  the  amount  of  taxes  received  and  the  date  of 
receipts,  and  to  note  in  the  assessment  book  the  reason  why 
collections  were  not  made. 

In  addition,  county  officials  expressed  concerns  over  the  large 
number  of  state  laws  that  relate  to  the  counties  and  the  difficulty 
in  interpreting  the  laws. 

The  Department  of  Commerce,  Local  Government  Services 
Bureau,  provides  for  financial  and  compliance  audits  of  the 
financial  statements  of  the  counties.   It  also  coordinates  technical 
and  procedural  advice  to  the  counties  and  assistance  between 
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state  agencies  and  counties.   As  a  part  of  this  role,  the  Depart- 
ment of  Commerce  could  coordinate  efforts  by  local  govern- 
ments and  state  agencies  to  identify  and  repeal  outdated  laws. 
The  laws  mentioned  above  are  only  a  sample  based  on  the  21 
counties  we  visited,  so  the  effort  should  not  be  limited  to  the 
laws  specifically  mentioned. 


Recommendation  #16 

We  recommend  the  Department  of  Commerce  coordinate 
efforts  with  the  counties  and  state  agencies  to  identify  and 
seek  legislation  to  repeal  state  laws  that  are  no  longer 
applicable. 
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MONTAPi/V  2711  Airport  Road 

Helena,  Montana  59601 

ASSOCIATION  OF  (406)  442  5209 

COUNTIES 


March  31,  1993 


n    i. 


APR  -  I  i993 


Mr.  James  H.  Gillett 
Deputy  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT  59620 

Dear  Mr.  Gillett: 

Thank  you  for  the  opportunity  to  review  and  comment  on  the  draft  study  of 
relationships  between  State  and  County  Government. 

After  reviewing  it  I  must  applaud  the  fact  that  it  was  done.   It  will  be  useful  for 
purposes  of  future  legislative  initiatives  by  the  Association.   I  have  only  a  limited 
number  of  comments: 

1)  Under  the  section  "Outdated  Laws,  Raffle  Permits."  P.  30,  legislation  spon- 
sored by  the  Association  eliminated  the  non-profit  permitting  requirement. 

2)  Under  the  "Funding  of  County  Services",  p.  A-1  through  A-3,  I  would  note 
that: 

(a)  elected  officials  compensation  was  not  a  state  mandate,  but  a  revision  in  the 
law  supported  by  MACo  and  other  various  elected  officials  associations.    I  think  it  is 
unfortunate  that  some  county  officials  cited  this  as  an  example. 

(b)  the  .5  percent  vehicle  tax  was  addressed  legislatively,  HB  363,  "in  the  1993 
session,  and  extended  through  1995. 

3)  Under  "Policy  Funding  Issues",  pp.  A-3  thru  A-5,  I  would  note  that: 

(a)  we  continue  the  effort  to  address  the  funding  of  county  assessor  and  deputy 
assessor  salaries. 

(b)  burial  costs  for  indigents  has  been  addressed  while  veteran  burial  remains  a 
welfare  program  responsibility. 


MACo 

as 


Mr.  James  H.  Gillett 
March  31,  1993 
Page  2 

In  conclusion,  I  would  endorse  the  one  clear  theme  that  emerges  from  the  study, 
that  there  needs  to  be  a  greater  effort  to  achieve  coordination  between  the  state  and 
counties  and  a  renewal  of  state  technical  assistance. 

Sincerely, 

Gordon  Morris 
Executive  Director 

GM/mrp 
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MARC  RACICOT,  GOVERNOR 


ION  D.  NOEL.  DraECTOR 


MONTANA  DEPARTMENT  OF  COMMERCE 


1424  9TH  AVENUE 

PO  BOX  200501 

HELENA.  MONTANA  59620-0501 

(406)444-3494 

TDD  (406)  444-2978 


March   16,    1993 


Mr.  James  H.  Gillett 
Deputy  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT.   59620 

Dear  Mr.  Gillett: 

Enclosed  is  our  response  to  the  Limited  Scope  Study  of 
Relationships  Between  State  and  County  Governments,  dated  March 
1993.  My  staff  has  found  your  limited  review  both  objective  and 
constructive  to  the  very  important  relationship  between  State  and 
County  government. 

Thank  you  for  the  opportunity  to  comment. 


Sincerely, 


JON  D.  NOEL 
Director 


f.)    1^   G    U   11  "V 

MARI9i993 


.t\:' 
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DEPARTMENT  OF  COMMERCE  RESPONSES  TO 

March  1993 

LIMITED  SCOPE  STUDY 

OF 

RELATIONSHIP  BETWEEN  STATE  AND  COUNTY  GOVERNMENTS 


RECOMMENDATION  #  2 

We  recommend  the  Department  of  Commerce  encourage  audit  tests  of 
delinquent  tax  procedures  to  ensure  compliance  with  state  law. 

RESPONSE; 

The  Department  concurs.  The  state  LGS  staff  will  continue  to  use 
current  audit  tests  of  delinquent  tax  collection  procedures  to 
insure  compliance  with  state  law.  The  Department  will  also 
uniformly  continue  to  provide  private  auditing  contractors  with 
audit  guidance  and  encouragement  to  preform  such  delinquent  tax 
collection  testing. 

RECOMMENDATION  #  4 

We  recommend  the  Department  of  Commerce  work  with  the  Department 
of  Revenue  to  provide  accurate  guidance  to  counties  on 
implementation  of  the  minimum  property  tax. 

RESPONSE: 

The  Department  concurs.  House  Bill  Number  327,  which  clarifies  the 
applicability  of  the  $5  minimum  property  tax,  is  being  considered 
by  the  1993  Legislature.  Should  this  bill  become  law,  the 
Department  will  appropriately  review  its  guidance  provisions  with 
the  Department  of  Revenue  and  with  the  County  Treasurers  during  our 
May  1993,  BARS  Regional  Workshops.  If  procedural  problems  are 
deemed  to  exist  despite  this  corrective  legislation,  or  should  the 
legislation  fail  to  pass,  our  Department  will  work  with  the 
Department  of  Revenue  to  provide  timely  written  guidance  on  the 
issue  as  it  exists. 

RECOMMENDATION  #12 

We  recommend  the  Department  of  Commerce: 

A.  Include  information  on  the  distribution  of  revenues  received 
by  counties  as  a  part  of  the  county  collections  manual 
required  by  section  7-6-2141,  MCA. 

B.  Seek  funding  to  complete  a  county  collections  manual. 

RESPONSE; 

A.  The  Department  concurs.  The  Department,  though  not  yet 
producing  the  county  collections  manual,  does  provide  through 
the  BARS  Chart  of  Accounts,  statutory  citations  and 
distribution  advise  for  all  county  collections. 

B.  The  Department  concurs.  The  Department's  budget  request  for 
funding  the  county  collections  manual  was  cut  in  the  1993 
Legislative  Session  to  meet  the  General  Fund  Budget  Reduction 
Target.  The  Department  will  continue  to  pursue  these  funds 
in  future  sessions. 
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RECOMMENDATION   #16 

We  reconunend  the  Department  of  Commerce  coordinate  efforts  with  the 
counties  and  state  agencies  to  identify  and  seek  legislation  to 
repeal  state  laws  that  are  no  longer  applicable. 

RESPONSE; 


The  Department  concurs.  The  Department  will  initiate  and 
coordinate  efforts  with  the  counties  and  state  agencies  to  identify 
obsolete  laws  and  prepare  repealing  legislation  for  consideration 
by  the  1995  regular  session  of  the  Montana  Legislature. 
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y^  Montana  Department  2701  Prospect  Avenue 

^  V  0  J  M       of  Transportation  PO  8o^  201001 


Helena  MT  59620-1001 


March  11,  1993 


Scott  A.  Seacat 
Legislative  Auditor 
Room  13  5 
State  Capitol 
Helena,  MT   59620 


Subject:   Limited  Scope  Study  of  Relationships  Between 
State  and  County  Government 


In  response  to  your  request  for  comment  on  areas  of  the  above 
study  that  relate  to  the  Department  of  Transportation,  we 
submit  the  attached  comments. 

If  you  have  questions  concerning  our  response,  please  contact 
me  at  444-6201. 


^  ^Marvin  Dye 
>^  0  Director  of  Transportation 

MD : DAG : D : MCS : 12 1 . mb 
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Recommendation  #3 

We  recommend  the  Department  of  Transportation  and  the  Department  of 
Justice  strengthen  enforcement  of  mobile  home  movement  permits. 

Response 

Concur. 

The  Motor  Carrier  Services  Officers  have  already  been  advised  of 
the  importance  of  effective  enforcement  of  mobile  home  movement 
requirements.  In  addition,  MCS  management  will  review  existing 
directives  to  the  field  officers  to  ensure  that  they  completely 
address  laws  and  procedures  relating  to  mobile  home  movement.  This 
review  and,  if  necessary,  any  policy  directives  will  be  completed 
and  sent  to  field  officers  by  April  15,  1993. 

Recommendation  #5 

We  recommend  the  Department  of  Transportation  seek  legislation 
clarifying  legislative  intent  and  authorizing  counties  to  retain  5 
percent  of  new  car  sales  tax  collections. 

Response 

Concur. 

The  department  has  attempted  to  correct  this  problem  in  the  1993 
Legislature  with  language  in  House  Bill  651. 

Recommendation  #10 

B.  The  Department  of  Transportation  provide  counties  the 
necessary  information  to  distribute  fleet  vehicle  payments  to 
the  appropriate  taxing  jurisdictions  required  by  state  law. 

C.  The  Department  of  Transportation  distribute  aircraft 
registration  fees  to  the  county  of  the  owner's  residence  or 
principle  place  of  business. 

Response 

B.    Concur 

The  Motor  Carrier  Services  has  worked  with  the  Department  of 
Justice,  Motor  Vehicle  Division  and  this  problem  has  been 
corrected.  All  monies  distributed  to  the  counties  will 
contain  a  breakdown  for  each  school  district. 


41 


C.    Concur. 

If  an  aircraft  owner  declares  by  affidavit  that  the  aircraft 
is  customarily  kept  at  a  landing  facility  in  another  county 
within  the  state,  that  aircraft  owner  may  register  the 
aircraft  as  property  within  such  other  county.  The  Department 
will  assure  that  aircraft  registration  fees  will  be 
distributed  in  accordance  with  state  law. 

Recommendation  #11 

We  recommend  the  Department  of  Transportation  work  with  the 
Department  of  Revenue  to  seek  legislation  to  simplify  distribution 
of  custom  combine  in  lieu  of  tax  collections  under 
Section  15-24-301,  MCA. 

Response 

Concur. 

The  Department  will  work  with  the  Department  of  Revenue  to  prepare 
legislation  to  address  this  concern  in  the  1995  Legislative 
Session. 


DAG:D:MCS: 124 .mb 
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DEPARTMENT  OF  ADMINISTRATION 

DIRECTOR'S  OFFICE 


MARC  RACICOT.  GOVERNOR 


STATE  OF  K^>JTANA' 


(406)  AAA  2022 
FAX:  444-2812 


MITCHELL  BUILDING 


March   12,    1993 


PO  BOX  200101 
HELENA.  MONTANA  S9620-0101 


lijr-"-""-^^ — ^  ill* 
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Scott  A.  Seacat 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol  Building 

Helena,  MT   59620 

Dear  Mr.  Seacat: 

We  have  reviewed  the  recommendations  pertaining  to  the  Limited 
Scope  Study  of  Relationships  Between  State  and  County  Governments. 
Our  response  to  each  recommendation  follows: 

RECOMMENDATION  #6 

WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  ADMINISTRATION  CONSIDER 
IMPLEMENTING  A  COMPUTERIZED  REPORT  FORMAT  THAT  WOULD  GIVE  COUNTIES 
THE  OPTION  OF  SUBMITTING  COLLECTION  DATA  TO  THE  STATE  IN  COMPUTER 
READABLE  FORM. 

Response 

We  concur.  The  Treasury  Unit  will  work  with  the  appropriate  staff 
within  Information  Services  Division  to  determine  the  feasibility, 
given  current  fiscal  constraints,  of  implementing  a  computerized 
report  format  that  would  give  counties  the  option  of  submitting 
collection  data  to  the  State  in  computer  readable  form.  This 
review  will  be  completed  by  September  30,  1993. 

RECOMMENDATION  #7 

WE  RECOMMEND  THE  DEPARTMENT  OF  ADMINISTRATION  PROVIDE  THE  COUNTIES 
ADDITIONAL  WRITTEN  GUIDANCE  RELATING  TO  REPORTING  OF  THE  40  AND  6- 
MILL  LEVIES  ON  THE  COUNTY  COLLECTION  REPORT. 

Response 

We  concur.  The  Treasury  currently  distributes  County  Collection 
Report  descriptions  by  line  number  to  all  county  treasurers  with 
the  blank  County  Collection  Report  forms  each  year.   The  Treasury 
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Unit  will  work  with  the  Office  of  Public  Instruction  and  the 
Department  of  Revenue  to  develop  a  clear  description  as  to  what 
information  should  be  provided  for  the  40  and  6-mill  levies  on  the 
County  Collection  Report.  This  recommendation  will  be  implemented 
by  June  30,  1993. 

RECOMMENDATION  #8 

WE  RECOMMEND  THE  DEPARTMENT  OF  ADMINISTRATION: 

A.  PERFORM  A  PRELIMINTO^Y  COST/BENEFIT  ANALYSIS,  INCLUDING  LOCAL 
GOVERNMENT  COSTS,  BEFORE  MAKING  CHANGES  TO  THE  COUNTY 
COLLECTION  REPORT. 

B.  CONSIDER  PROPOSING  LEGISLATION  TO  DISTRIBUTE  FEES  ON  A 
PERCENTAGE  BASIS. 

Response 

A.  We  concur.  The  Treasury  Unit  currently  is  approached  by  state 
agencies  when  a  change  in  statute  occurs  or  when  a  change  in 
revenue  distribution  is  required.  These  changes  require  a 
line  be  added  to  or  deleted  from  the  County  Collection  Report. 
Additional  lines  are  carefully  scrutinized  and  kept  to  a 
minimum  to  keep  printing  costs  constant. 

The  Treasury  Unit  will  ask  MACO  for  the  names  of  two  or  three 
county  treasurers  who  will  be  willing  to  review  County 
Collection  Report  changes  prior  to  implementation  in  order  to 
assess  the  fiscal  impact  to  the  counties.  This  recommendation 
will  be  implemented  in  June  1993. 

B.  We  do  not  concur.  We  feel  any  legislative  proposal  to 
distribute  fees  on  a  percentage  basis  should  come  from  the 
county  treasurers.  The  Department  can  provide  assistance  in 
preparing  the  legislation,  however,  and  in  implementing  the 
use  of  the  percentages  in  electronically  processing  the 
distribution  of  the  fees  in  the  state's  accounting  system. 

Thank  you   for  the   opportunity  to  respond  to  your  report 
recommendations . 

Sincerely, 


'^<3/-V<Kx.2>0 


Lois  Menzies 
Director 
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DEPARTMENT  OF 
HEALTH  AND  ENVIRONMENTAL  SCIENCES 

DIRECTOR'S  OFFICE 


COC3SWELL  BUILDING 

1400  BHOADWAV 

POBOX  200901 


STATE  OF  MONTANA' 


(406)  444-2544  (OFFICE) 
(406)444-1804  (FAX) 


HELENA,  MONTANA  59620-0901 


March  12,  1993 


James  H.  Gillett,  Deputy  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT   59620 

Dear  Mr.  Gillett: 

Per  your  letter  of  March  3,  1993,  please  find  the  original  of  the 
response  to  the  audit  report  sections  pertaining  to  the  Department 
of  Health  and  Environmental  Sciences. 

If  we  can  be  of  further  assistance,  please  let  us  know. 

Sincerely, 


Robert  J .    Robinson 
Director 


Enclosure 


CENTRAUZED  SERVICES 

DIVISION 

(406)444-2442 


ENVIRONMENTAL  SCIENCES 

DIVISION 

(406)444-3948 
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HEALTH  FACILITIES 
DIVISION 

(406)444-2037 


HEALTH  SERVICES 

DIVISION 

(406)  444-4473 


Recommendation  #  13 

We  recommend  the  Department  of  Health  and  Environmental  Sciences 
issue  written  policies,  procedures  and  instructions  to  assist  local 
governments  obtaining  permits  and  services  from  the  department. 

Agency  Response: 

Both  the  procedural  and  substantive  requirements  of  our  permitting 
and  licensing  responsibilities  are  currently  contained  in  agency 
rules.  Applicants  should  become  familiar  with  those  requirements 
before  initiating  the  permitting  process.  In  recognition  that 
today's  regulations  are  lengthy  and  complex  the  agency  has  created 
a  Permit  Coordination  Committee  consisting  of  a  permitting  staff 
member  from  the  Water  Quality  Bureau,  Air  Quality  Bureau  and  the 
Solid  and  Hazardous  Waste  Management  Bureau.  Applicants  are 
provided  the  opportunity  to  meet  with  the  committee  to  review  their 
proposal  in  an  attempt  to  determine  applicable  regulatory 
requirements.  While  it  is  difficult  to  tie  the  permit  process  to 
specific  time  frames  it  is  recognized  that  the  delays  can  be 
reduced  by  the  submittal  of  an  application  that  contains  all  of  the 
information  required  in  agency  rules. 

Solid  Waste  Management  Permit  Rules  are  currently  being  revised  to 
reflect  the  requirements  of  Sub  Title  "D"  of  the  Federal  Resource 
Conservation  and  Recovery  Act.  As  a  part  of  the  revision  process 
the  agency  will  review  the  rules  to  determine  if  they  provide  clear 
and  adequate  guidance  for  local  governments  obtaining  permits  from 
the  agency.  Likewise,  as  other  rules  are  being  revised,  they  will 
be  reviewed  for  that  same  purpose. 

Written  policies  and  procedures  are  in  place  to  process  tests  for 
food  poisoning.  The  agency  will  review  this  written  material  to 
determine  if  it  provides  clear  and  adequate  guidance  to  agency 
programs  and  local  governments.  This  review  will  be  completed 
before  September  1,  1993. 

Recommendation  #  14 

We  recommend  the  Department  of  Health  and  Environmental  Sciences 
work  with  counties  to  determine  if  additional  issues  need  to  be 
addressed  in  the  domestic  water  supply  regulations. 

Agency  Response: 

The  department  generally  agrees  with  this  recommendation.  The 
agency  currently  reviews  plans  for  public  water  supplies  and 
reviews  all  subdivisions  to  ensure  that  specified  separation 
distances  are  maintained.  To  specifically  regulate  the  location  of 
all  domestic  wells  may  involve  the  Board  of  Water  Well  Contractors 
and  other  agencies.  The  department  agrees  to  work  with  counties 
and  other  state  agencies  to  determine  if  additional  issues  need  to 
be  addressed  in  domestic  water  supply  regulations.  This 
recommendation  will  be  implemented  by  September  1,  1993. 
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The  Supreme  Court  of  Montana 

Office  of  the  Court  Administrator 


PATRICK  A.  CHENOVICK 
Court  Administrator 


Justice  Building  Room  315 

215  North  Sanders 

Helena,  Montana  5%20-3002 

Telephone  (406)  444-2621 

FAX  (406)  444-3274 


March  16,  1993 

James  H.  Gillett 

Deputy  Legislative  Auditor 

State  Capitol 

Helena,   Montana     59620 


Dear  Mr.  Gillett: 


I  have  reviewed  the  draft  report  on  Unlocatable  Mineral  Trusts  and  the  resulting 
recommendation.  I  have  one  minor  change  to  the  text  that  needs  to  be  made.  Page  29, 
last  paragraph,   last  sentence  states; 

"  The  court  administrator,  who  oversees  administration  of  the  supreme  court  and 
district  courts,  should  work  with  clerks  of  the  court  to  investigate  more  efficient  ways 
to  administer  unlocatable  mineral  and  oil  trusts." 

This  sentence  is  not  entirely  true,  the  court  administrator  does  not  have  the  duty  to  oversee 
the  administration  of  district  courts,  only  to  administer  reimbursement  of  certain  district 
court  expenses.   I  would  suggest  that  you  replace  this  sentence  with; 

"  The  clerks  of  the  district  courts  should  enlist  the  assistance  of  the  supreme  court 
administrator  and  the  department  of  revenue  to  investigate  more  efficient  ways  to 
administer  unlocatable  mineral  and  oil  trusts." 

This  in  turn  would  change  recommendation  #15  to  read; 

Recommendation  #15 

We  recommend  that  the  clerks  of  court  enlist  the  assistance  of  the  supreme  court 
administrator  and  the  department  of  revenue  to  investigate  more  efficient  ways  to 
administer  unlocatable  oil  and  mineral  trusts. 

If  the  recommendation  is  changed  to  the  suggested,   our  written  reply  would  be; 
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The  supreme  court  administrator's  office  would  be  willing  to  assist  the  clerks  of 
district  court  and  the  department  of  revenue  in  investigating  more  efficient  ways  to 
administer  unbeatable  oil  and  mineral  trusts.  If  legislation  is  needed,  the  court 
administrators  office  would  assist  in  drafting  legislation  generally  revising  82-1-302 
through  306,  MCA. 


Sincerely, 


Patrick  A.  Chenovick 
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State  of  Montana 

Marc  Kiiricot,  (iovurnor 


Department  of  Revenue 

Mick  Robinson,  Directoi 


APR -2 


P.O.  Box  202701 


Helena,  Montana    59620-2701 


April  1,  1993 


Mr.  Scott  Seacat,  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Montana  59620 


Dear  Scott: 


Thank  you  for  the  opportunity  to  respond  to  your  recommendations  contained  in  the 
Limited  Scope  Study  of  Relationships  Between  State  and  County  Governments.  Our 
response  is  attached. 


Sincerely, 


Mick  Robinson 
Director 


Diiector  -  (406)  444-2460 


Legal  Affairs 


Personnel/Training 


'An  F.<iUiil  Op|>orliinit>   F-mployei' 
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APR  -  5  i: 

Department  of  Revenue 
Response  to  the 
Limited  Scope  Study  of  Relationships  Between  State  and  County  Governments. 


Recommendation  #1 

We  recommend  the  Department  of  Revenue  provide  taxpayers  clear  written  explanations 
of  the  differences  between  the  department's  AB26  administrative  review  and  the  county 
tax  appeal  process  with  its  time  limits  set  by  state  law. 

Agency  Response 

Concur. 

The  Department  asked  the  1993  Legislature  to  clarify  the  steps  available  to  property 
owners  disagreeing  with  the  Department's  valuation  of  their  property.  House  Bill  250 
provides  the  clarification  and  has  been  approved  by  the  Legislature.  The  Department  will 
notify  property  owners  and  county  officials  of  the  procedures  and  time  limits  for  a 
Department  review  (AB26).  The  notification  will  emphasize  that  completing  the  AB26 
form  preserves  their  nght  to  file  with  the  County  Tax  Appeal  Board. 

Recommendation  #9 

We  recommend  the  Department  of  Revenue  consider  county  system  requirements  and 
communicate  the  reasons  for  specifications  selected  in  the  design  of  computer  systems 
which  will  be  used  at  the  county  level. 

Agency  Response: 

The  recommendation  is  unnecessary. 

It  simply  reflects  the  Department's  current  practice. 

The  Department  has  consistently  considered  county  computer  system  requirements  when 
designing  valuation  systems.  It  has  also  included  its  county  staff  in  designing  and  testing 
the  systems,  and  informed  county  officials  about  the  systems. 

The  Department  of  Revenue  has  computer  systems  to  assist  in  accomplishing  its 
statutory  responsibility  to  appraise  and  assess  all  taxable  property  in  Montana.  These 
systems  are  used  by  department  employees  and  county  assessors  acting  as  agents  of 
the  Department.  They  are  not  used  by  county  employees  and  generally  do  not  replace 
county  systems. 

The  counties  have  systems  which  aid  in  the  collection  of  property  taxes.  These  systems 
are  financial  systems  and,  with  one  exception,  do  not  value  property.     Each  county 
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designs  its  own  unique  system.  The  Department  participates  in  placing  the  valuation  data 
in  the  county  systems.  The  department  has  worked  closely  with  county  computer  support 
staff  to  electronically  transfer  information  between  the  state  valuation  system  and  the 
unique  county  financial  systems.  The  state  has  funded  the  development  of  data  transfer 
programs  for  each  unique  county  system. 

The  Department  relied  on  the  experience  and  knowledge  of  its  county  appraisal  and 
assessment  staff  to  design  and  test  the  two  major  valuation  systems  developed  in  the  last 
4  years.  The  systems  used  to  appraise  and  assess  property  are  the  Computer  Assisted 
Mass  Appraisal  System  (CAMAS)  and  the  Business  Equipment  Valuation  System  (BEVS). 
The  county  appraisal  and  assessment  staff,  experienced  in  requirements  for  the  valuation 
systems  and  the  county  computer  systems,  were  members  of  the  system  design  and 
testing  teams. 

The  department  conducted  meetings  for  county  computer  staff  and  county  computer 
vendors  to  review  the  system  design.  It  attended  meetings  throughout  the  state  with 
county  officials  to  discuss  the  design  and  use  of  CAMAS.  Also,  a  news  letter  discussing 
the  system  was  periodically  sent  to  each  assessment  and  appraisal  office.  A 
questionnaire  on  system  needs  was  developed  by  the  BEVS  design  committee  and 
mailed  to  each  county  assessment  office. 

One  of  the  most  difficult  problems  the  department  faced  with  the  implementation  of  the 
valuation  systems  was  the  integration  with  the  unique  county  financial  systems.  There 
are  47  counties  with  computerized  financial  systems  and  each  is  somewhat  unique.  The 
department  has  made  a  concerted  effort  to  consider  these  differences  as  it  designed  and 
developed  the  valuation  systems.  The  integration  process  has  been  extremely 
successful.    Integration  can  only  occur  through  the  willingness  of  all  parties  involved. 

The  Department  pays  counties  over  $115,000  annually  to  integrate  valuation  data  into 
county  financial  systems,  to  access  county  computer  data,  and  to  adjust  the  county 
financial  systems  to  accommodate  new  tax  laws  or  make  changes  requested  by  county 
assessors  and  appraisers.  The  Department  meets  with  commissioners,  county  computer 
vendors  or  staff,  and  other  county  officials  to  establish  annual  contracts  and  to  discuss 
system  compatibility,  integration,  and  needs. 

All  counties  are  using  the  CAMAS  and  BEVS  systems.  The  statements  received  from 
county  officials  that  the  implementation  of  state  valuation  systems  has  created  a 
duplication  of  data  entry  is  misleading.  The  Department's  goal  is  to  develop  systems  that 
eliminate  all  duplication.  Prior  to  the  development  of  state  valuation  systems,  the 
valuations  were  done  manually  every  year.  The  Department  staff  entered  the  manual 
valuations  into  the  county  financial  systems.  Now  once  the  data  is  entered  in  the  state 
valuation  system  (equivalent  to  the  previous  manual  efforts),  it  can  be  electronically 
transferred  to  the  county  system.  The  result  is  that  a  2  step  process  is  reduced  to  a 
single  step.  In  fact  once  the  property  is  initially  reported  and  entered  on  BEVS,  no  future 
entries  are  required.  The  ability  for  the  department  and  counties  to  transfer  data  back 
and  forth  electronically  eliminates  the  need  for  data  to  be  entered  on  both  county  and 
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state  systems. 

Electronic  transfers  of  reappraisal  data  Is  taking  place  in  most  counties  this  year.  Several 
counties  are  also  electronically  transferring  personal  property  valuation  data  this  year. 

In  conclusion,  county  level  participation  in  the  design  and  development  of  the  state 
valuation  systems  has  been  invaluable.  The  participation  has  resulted  in  state  systems 
that  interact  with  the  47  unique  county  systems.  In  addition,  the  Department  has  and  will 
continue  to  communicate  with  local  government  officials  on  the  valuation  systems. 


Recommendation  #10 

We  recommend: 

A.  The  Department  of  Revenue  provide  counties  the  necessary  information  to 
distribute  corporation  license  tax  payments  to  the  taxing  jurisdiction  in  which  each 
branch  banl<  is  located. 

Agency  Response 

Concur. 

In  August  of  1992,  the  Corporation  Tax  bureau  discovered  the  error  referred  to  in  this 
report  and  the  bureau  made  appropriate  changes.  Those  changes  included  the  creation 
of  a  new  form  to  be  completed  by  financial  institutions  to  insure  the  proper  distribution  of 
Corporation  License  Tax  to  counties  and  the  proper  distribution  by  the  counties  to  the 
various  taxing  jurisdictions  in  the  county.  The  new  form  was  implemented  in  September 
of  1992  and  as  of  that  time  the  bureau  has  been  providing  the  necessary  information  to 
allow  counties  to  properly  distribute  Corporation  License  Tax. 
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ATTORNEY  GENERAL 

DEPARTMENT  OF  JUSTICE 

STATE  OF  MONTANA 


Joseph  P.  Mazurek 
Attorney  General 


Justice  Building 

215  North  Sanders 

PO  Box  201401 

Helena,  MT     59620-1401 


April  21,  1993 


Mr.  James  H.  Gillett 
Deputy  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
State  Capitol  Building 
Helena,  MT   59620 

Dear  Mr.  Gillett: 

Following  is  the  response  of  the  Department  of  Justice  to  the  audit 
recommendation  presented  in  your  audit  report  covering  Limited 
Scope  Study  of  Relationships  Between  State  and  County  Governments. 

Recommendation  #3 

WE  RECOMMEND  DEPARTMENT  OF  TRANSPORTATION  AND  DEPARTMENT  OF 
JUSTICE  STRENGTHEN  ENFORCEMENT  OF  MOBILE  HOME  MOVEMENT 
PERMITS . 

The  Department  concurs.  Authorized  Department  of  Justice  employees 
are  actively  enforcing  sections  15-24-203,  15-24-204  and  15-24- 
208,  MCA,  as  diligently  and  vigilantly  as  time  and  available 
manpower  will  allow. 


TELEPHONE:  (406)  444-2026     FAX:  (406)  444-3549 
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Appendix 


Appendix 


The  following  sections  present  concerns  and  opinions  of  county 
officials.   We  do  not  make  any  recommendations  concerning 
these  issues.  The  scope  of  this  project  did  not  allow  us  to  verify 
these  concerns,  statements  and  opinions.   Many  concerns  listed 
would  require  legislation  to  implement.   Our  purpose  is  to 
present  the  concerns  of  county  officials  for  the  benefit  of  state 
agencies,  legislators,  and  other  readers. 


Funding  of  County 
Services 


Many  counties  expressed  concern  about  section  15-10-402, 
MCA,  enacted  by  Initiative  105,  which  limits  the  amount  of 
taxes  counties  can  levy  to  1986  levels.   The  counties  say,  due  to 
increased  federal  and  state  requirements,  they  are  required  to 
spend  additional  money  on  new  programs  and  new  requirements 
of  laws.   However,  since  taxes  are  frozen  at  1986  levels,  the 
counties  say  they  must  come  up  with  the  money  by  reducing 
money  spent  on  existing  programs.  County  officials  cited  the 
examples  discussed  below. 


The  state  mandates  the  amount  of  compensation  for  certain 
county  officers  through  section  7-4-2503,  MCA.   During  the 
1991  regular  legislative  session,  the  base  salary  schedule  for 
county  officers  (Treasurer,  Clerk  and  Recorder,  Clerk  of  District 
Court,  Assessor,  Superintendent  of  Schools,  Sheriff,  Surveyor, 
and  Auditor)   was  increased.   The  base  salary  increased  $1 1,000 
a  year  per  employee  for  41  counties  (1st  through  5th  class 
counties)  and  $6,000  a  year  per  employee  for  15  counties  (6th 
and  7th  class  counties).  The  base  salary  is  added  to  the  popu- 
lation increment  which  is  a  defined  amount  per  100  persons. 
The  law  decreased  the  population  increment  for  15  counties  (6th 
and  7th  class)  from  $20  to  $10  per  100  persons.   This  statute 
required  counties  to  pay  no  less  than  80  percent  of  the  annual 
base  salary.  Although  these  decreases  may  help  to  offset  the 
increase  in  the  base  salary  depending  on  what  has  happened  to 
the  size  of  the  county  since  the  last  federal  census  in  1980.  no 
specific  means  of  financing  these  salary  increases  was  provided 
to  the  counties. 
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Of  the  21  counties  we  visited,  14  counties  said  their  share  of 
district  court's  funding  was  increasing  while  state  funding  of 
district  courts  is  decreasing.   County  officials  stated  they  believe 
the  state  is  shifting  expenses  to  the  counties  in  order  to  balance 
the  state's  budget.  The  state  used  to  pay  for  court  ordered 
psychiatric  evaluations  performed  at  the  Montana  State  Hospital 
in  Warm  Springs.  The  Department  of  Corrections  and  Human 
Services  (department)  absorbed  the  cost  of  evaluations  performed 
at  Warm  Springs.   However,  in  July  1992  the  department  started 
billing  the  counties  for  psychiatric  evaluations  for  persons 
admitted  after  July  1,  1992,  pursuant  to  section  46-14-202(1), 
MCA.   The  counties  may  receive  80  percent  reimbursement  of 
the  costs  of  psychiatric  evaluations  from  the  State  District  Court 
Fund  established  by  section  3-5-901,  MCA.  The  remaining 
20  percent  of  the  expense  will  only  be  reimbursed  if  the  State 
District  Court  Fund  has  budget  remaining  at  the  end  of  the  year. 
According  to  Judiciary  officials,  the  district  court  reimburse- 
ment is  on  a  tight  budget.   As  a  result  of  the  change  in  the 
billing  procedure  for  psychiatric  evaluations,  the  counties  will 
have  to  pay  a  portion  of  the  costs  of  evaluations. 

The  state  provides  a  funding  source  for  district  court  costs 
through  section  61-3-537,  MCA,  which  allows  the  counties  to 
impose  a  local  vehicle  tax  of  up  to  0.5  percent  of  the  value  on 
vehicles  subject  to  property  tax.  The  counties  were  allowed  to 
keep  half  of  the  money  collected  and  the  other  half  was  given  to 
the  cities.  The  intent  of  the  law  was  to  help  the  county  fund 
district  courts.   However,  this  law  terminates  June  30,  1993. 
County  officials  expressed  concern  that  a  funding  source  to 
replace  the  one  that  will  be  lost  at  June  30,  1993  has  not  been 
addressed  by  the  legislature. 

Eleven  of  the  twenty-one  counties  we  visited  expressed  concern 
about  the  requirement,  per  section  41-5-523,  MCA,  that 
juveniles  must  be  held  in  separate  jails.  The  counties  say  it  will 
cost  more  money  to  have  separate  facilities  for  adults  and 
juveniles.   Many  of  the  smaller  counties  have  to  send  juveniles 
to  an  authorized  detention  center  for  minors.   The  legislature  did 
provide  a  funding  source  through  section  7-6-502,  MCA,  which 
allows  counties  to  levy  mills  for  juvenile  programs  if  the  mills 
are  approved  by  the  voters.  To  date,  no  counties  have  levied 
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mills  for  juvenile  detention.  Officials  in  several  counties  stated 
that  although  the  legislature  allows  counties  to  levy  mills  if 
approved  by  the  voters,  this  funding  source  is  not  feasible 
because  taxpayers  will  not  pass  the  voted  levies  on  a  consistent 
basis  to  fund  this  program. 

Because  the  funding  of  services  was  a  concern  expressed  by 
several  counties,  we  present  this  information  for  disclosure 
purposes  only. 


Other  Concerns  The  following  pages  list  concerns  expressed  by  county  officials. 

We  have  categorized  these  into  two  sections.  The  first  listing 
includes  policy  issues  that  county  officials  believe  need  to  be 
addressed.   We  take  no  position  on  these  issues  which  are  pre- 
sented to  inform  the  reader  of  policy  issues  expressed  by  county 
officials  during  this  study.  The  second  category  of  issues 
include  comments,  suggestions  and  opinions  of  county  officials 
that  we  plan  to  address  in  upcoming  audits  of  specific  state 
agencies. 


Policy 

Funding  Issues  1.       Some  county  officials  suggested  the  county  assessor 

position  should  be  funded  by  the  state. 

2.  Several  county  officials  suggested  that  the  state  consider  a 
district  attorney  rather  than  a  county  attorney.   Also,  the 
county  attorney  now  performs  services  once  performed  by 
the  Attorney  General's  Office. 

3.  Several  county  officials  expressed  concern  about  criminal 
court  costs  not  covered  by  reimbursement  amounts.   The 
criminal  court  reimbursement  does  not  cover  youth  court 
costs,  security  costs  or  county  attorney  costs  in  youth  cases 
the  court  administrator  said.   Payment  of  qualified  costs 
does  not  depend  on  whether  the  case  goes  to  trial,  he  said. 
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4.  Some  county  officials  suggested  the  state  pay  to  mail  voter 
information  packets  to  voters.  Presently,  voter  packets  are 
mailed  at  county  expense,  the  officials  said. 

5.  Several  county  officials  noted  the  cost  to  the  county  to 
perform  lien  perfection  and  preparation  of  forms  for 
specialized  plates  exceeds  the  revenue  received. 

6.  County  officials  noted  state  law  requires  the  counties  to 
pay  for  burial  costs  of  veterans,  but  there  is  no  funding 
source. 

7.  Several  county  officials  said  state  agencies,  such  as  the 
Department  of  Revenue,  should  pay  rent  to  the  counties  if 
its  offices  are  in  county  buildings. 

8.  Some  county  officials  do  not  believe  the  $5  speeding  ticket 
fees  and  driver's  license  fees  cover  the  cost  of  collecting 
those  fees. 


Department  of  Revenue 


Several  county  officials  said  corporation  license  tax 
revenue  submitted  to  the  counties  is  difficult  to  budget 
because  corporations  can  offset  losses  against  taxes 
previously  paid  to  the  county.  A  county  may  receive 
corporation  license  tax  revenue  in  one  year  but  have  to 
refund  money  to  the  corporation  in  the  year  it  sustains  a 
loss,  the  official  said. 


10.  Several  county  officials  recommended  all  property  be 
appraised  at  its  market  value  regardless  of  its  use.  Section 
15-8-111,  MCA,  sets  market  value  as  the  standard  for 
assessment,  but  also  lists  exceptions  to  that  standard. 

1 1 .  Some  county  officials  said  personal  property  tax  on  oil  and 
gas  property  should  follow  production  unit  rather  than 
ownership  because  changes  in  ownership  make  collection 
difficult. 


Laws 


12.     Many  county  officials  said  the  tinted  window  law  is 

unenforceable  due  to  the  complexity  of  the  law.  Section 
61-9-405(6),  MCA,  exempts  vehicles  registered  as  of 
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October  1,  1991,  from  meeting  the  specifications  outlined 
in  the  tinted  window  law.   However,  county  personnel  said 
in  most  cases  they  do  not  know  if  the  vehicle  had  tinted 
windows  on  October  1,  1991,  or  if  they  were  added  after 
that  date.   County  personnel  also  said  they  are  not  vehicle 
inspectors  and  have  trouble  understanding  the  law.   For 
example,  section  61-9-405(4)  reads  in  part:   "A  person  may 
not  operate  a  motor  vehicle  that  is  required  to  be  registered 
in  this  state  upon  a  highway.  .  .  if  the  front  side  windows 
have  any  sunscreening  or  other  transparent  material  that 
has  a  luminous  reflectance  of  more  than  35%  or  has  light 
transmission  of  less  than  35%  .  .  ." 

13.  Several  county  officials  expressed  concern  that  the  county 
commissioners  assign  duties  to  the  assessor  or  the  financial 
officer  that  are,  by  law,  the  responsibility  of  the  clerk  and 
recorder.  The  clerk  and  recorder  is  required  by  law  to  take 
minutes  of  commission  meetings.  Commissioners  in  some 
counties  have  moved  this  function  to  a  commission 
employee. 

14.  Several  county  officials  noted  state  law  permits  a  county  to 
set  up  a  taxing  district  for  cable  television,  but  does  not 
provide  for  reimbursement  for  administrative  costs 
incurred  by  the  county. 

15.  Some  county  officials  said  the  number  and  complexity  of 
property  tax  exemptions  are  difficult  to  interpret. 


Audit  Follow-up 

Department  of  Revenue  16.     Officials  in  several  counties  recommended  the  Department 

of  Revenue  should  train  county  personnel  to  ensure  real 
property  appraisals  are  consistent  throughout  the  state. 

17.     Several  officials  said  the  Department  of  Revenue  should 
keep  counties  informed  of  the  status  of  protested  taxes  at 
the  state  level. 
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Department  of  Justice 


18.     County  officials  noted  and  department  officials  confirmed 
that  pickup  trucks  are  all  assessed  as  short  box  on  the 
Motor  Vehicle  system. 


State  Auditor's  Office 


19.     County  officials  expressed  the  counties'  need  for  adequate 
supporting  documentation  of  wire  transfers  sent  by  the 
state  so  the  county  knows  the  funding  source  and  how  to 
account  for  it. 


Department  of  Natural 
Resources  and 
Conservation 


20.     Some  county  officials  said  the  records  for  water  rights  have 
not  been  kept  current  since  the  responsibility  was  given  to 
the  Department  of  Natural  Resources  and  Conservation. 


Department  of  Social  and 
Rehabilitation  Services 


21.     Several  county  officials  said  the  Child  Support  Division  of 
the  Department  of  Social  and  Rehabilitation  Services 
requires  and  pays  for  certified  copies  of  divorce  decrees 
and  property  settlement  even  if  there  were  no  children. 
Some  officials  also  expressed  concerns  that  the  department 
is  slow  to  send  money  collected  to  the  parent  of  the  child 
and  for  the  county  to  receive  reimbursement  for  certified 
copies. 


22.     Several  county  officials  noted  the  Department  of  Social  and 
Rehabilitation  Services  TEAMS  welfare  system  requires 
two  separate  ports  on  the  gateway  to  the  state  system.  The 
county  must  send  information  to  Helena  through  the 
terminal  in  order  to  receive  it  at  the  printer,  the  officials 
said.  This  impedes  the  county's  ability  to  prepare  reports 
and  letters,  officials  said. 


Department  of  State  Lands 


23.     Officials  in  several  counties  said  the  Department  of  State 
Lands  has  been  slow  to  issue  gravel  permits. 


Department  of  Health  and 
Environmental  Sciences 


Reporting  Requirements 


24.  County  officials  expressed  concern  that  under  section  SO- 
SO-SOS,  MCA,  counties  are  not  reimbursed  for  expenses  of 
the  local  Board  of  Health  until  the  end  of  the  fiscal  year. 

25.  Several  county  officials  noted  reports  required  by  the 
Department  of  Livestock  and  the  county  collection  report 
contain  duplicated  information. 
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26.  Several  county  officials  noted  the  county  treasurer  is 
required  to  submit  annual  financial  reports  to  the  county 
school  superintendent  by  July  10  each  year.   This  is  before 
the  county  closes  the  financial  records  for  the  year. 

27.  Some  county  officials  noted  the  hail  insurance  and 
inheritance  tax  reports  contain  the  same  financial 
information  as  the  county  annual  financial  report  which  is 
provided  to  the  Department  of  Commerce. 

28.  Several  county  officials  said  the  Disaster  and  Emergency 
Services  Division  of  the  Department  of  Military  Affairs 
requires  a  detailed  report  but  state  funding  is  minimal. 

29.  Officials  in  several  counties  expressed  concern  about  the 
cost  charged  by  the  state  to  file  the  required  annual 
financial  report. 

30.  Several  county  officials  recommended  the  Public  Service 
Commission  should  separate  rulings  pertaining  only  to  the 
county  instead  of  sending  long  reports  with  all  rulings. 


Collections  and 
Distribution  of  Fees 


31.     County  officials  expressed  concern  about  the  addition  and 
distribution  of  fees  for  minimal  amounts  such  as  25  or  50 
cents.  These  require  programming  changes  on  the  county 
systems.  Counties  would  like  to  group  the  amounts  as 
miscellaneous  revenue  and  let  the  state  determine  the 
distribution,  the  officials  said. 


32.  Several  county  officials  said  some  fees  collected  by  the 
counties  are  a  nuisance.  These  include  transient  retail 
merchants  (section  7-21-2404,  MCA),  amusement  games 
where  no  fee  is  collected  for  a  permit  (section  23-6-103, 
MCA),  and  county  business  licenses  issued  when  the  state 
receives  45  percent  of  the  fee  (section  7-21-2105,  MCA), 
officials  said. 

33.  Some  county  officials  said  state  agencies  are  slow  to 
reimburse  counties  for  such  items  as  court  reimbursements, 
liquor  receipts,  and  the  operation  of  Women,  Infant,  and 
Children  and  Maternal  and  Child  Health  programs. 
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Board  Requirements  34.     Several  county  officials  noted  small  counties  have  trouble 

meeting  the  requirements  for  boards  or  certification  of 
county  employees  such  as  requirements  of  the  sales 
assessment  advisory  board,  under  section  7-6-2540,  MCA. 
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